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This business of 


Again FOREIGN 


History Will Repeat Itself 


EAD the almanacs of business. Consult any dependable 
source of information. And you will find that always, A.G. Becker & Co. 
after the dark hours of depression in every business cycle, the 
sun rises first in New England! First in 1908! First in 1914! 
First again, in 1921! So it will be in the days ahead. 














And the Boston Herald-Traveler—for years New 
a England’s leading financial medium—stands alone in 
its complete coverage of the best elements of this 
unusual territory. You can base your investment 
campaign on Herald-Traveler advertising, with the 
knowledge that the Herald-Traveler, and the Herald- Our Quarterly Bulletin, just 
Traveler alone, will reach your complete potential issued, contains an informative dis- 
market. cussion of this timely subject. ¢ It 
also includes other material of inter- 


i is time. e Th 
BOSTON HERALD-TRAVELER | Siesmnpornnees 
New England’s outstanding financial advertising medium. vestor, upon request. Ask for MW-12. 


A. G. Beeker & Co. 


54 PINE STREET, NEW YORE 
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“Your last letter is sure sound and sensible as previous ones. My 


° 


money is in the savings bank as you suggested waiting your further 
advice. My friends (broker included) thought me foolish for selling 


The above quotation from a recent 
letter from one of our clients outlines 
the policy of this service which has 
saved our subscribers hundreds of 
thousands of dollars. 


Since this letter was written, the 
funds referred to have been reinvested 
and the commitments closed out at a 
profit of about 10%. In short, since 
this client enrolled a few months ago 
we have 


1. Prevented a loss on_ securities 
already held by advising sales at 
the right time. 


2. Purchased at the beginning of the 
only market rise of this period. 


3. Selected stocks which made the best 
advances. 


4. Taken profits in anticipation of a 
reaction. 


my stock as you advised but we all see that you were surely right.” 











Investment 


Gentlemen: 


This is not an unusual instance of 
the value of the counsel rendered by 


the Investment Management Service 
—it is a sample of the routine work of 
serving each client. We can assist in 
the handling of your investments 
with an equal degree of safety and 
profit. This is so because our plan of 
service provides for the application of 
our extensive facilities and the opin- 
ions of our staff of experts to the per- 
sonal affairs of each individual client. 


By keeping your investments under 
the constant supervision of an account 
executive who is thoroughly familiar 
with your personal situation and re- 
quirements, we are able to work out 
your particular problems and put you 
well on the road to investment re- 


covery. 


You owe it to yourself to learn 


more about this unusual service. The 


coupon below will bring you full in- 
formation and there is no obligation, 
of course. 


INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


FORTY-TWO BROADWAY 


Management Service 


42 Broadway, New York, N. Y. 
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NEW YORK, N. Y. 


-~ 


Tam enclosing herewith my list of holdings. Kindly study this list and tell me, by mail, how your 
service would help me solve my investment problems. Also send me your booklet and the minimum cost 
of service on my account. This places me under no obligation. 
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You can Buy 


Good 
Securities 


In SMALL or LARGE LOTS on 


PARTIAL 
PAYMENTS 


Ask for Booklet M.W.2, which 


explains our plan and terms 


ODD LOT 


OUTRIGHT PURCHASE or 
CONSERVATIVE 


MARGIN 
ORDERS SOLICITED 


James M. Leopold & Co. 


Members New York Stock Exchange 
70 Wall Street New York 
Established 1884 








To the President of a 

Dividend-Paying Corporation:— 
Why should you publish your dividend 
notices in The Magazine of Wall Street? 

You will reach the greatest number of 
potential Stockholders of record at the 
aoe seeking sound securities to add to 

zine, seeking sound securities to add to 
their holdings. 

By keeping them informed of your 
dividend action, you create the maximum 
amount of good will for your Company, 
which will result in wide diversification 
of your securitie among these influential 
investors. 


Place The Magazine of Wall Street on 
the list of publications carrying your 
next dividend notice! 
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Odd Lots—100 Share Lots 


——— 


Borg-Warner 
Corporation 


Corn Products 
Refining Company 


—— 


Southern Pacific 
Company 


Analyzed in Circular MW-101 
Copy on Request 


W. K. Johnson & Co. 


Members, New York Stock Exchange 

Members, Philadelphia Stock Exchange 

Members. New York Curb Exchange 

40 Wall Street 60E. 42nd Street 
New York City 


Albany, Bridgeport, Hartford, New Britain, 
New Haven, Philadelphia, Pittsburgh 




















E extend the facilities of our 

organization to those desiring 

information or reports on companies 
with which we are identified 


Electric Bond and 
Share Company 


Two Rector Street 


New York 








It fits today’s 
buying mood 


The telephone meets today’s 
buying temper by giving bigger 
money’s worth than ever before. 
The coin that buys a call today 
gets better 
voice transmission, quicker con- 


improved service, 
nections, more miles. 
Improvements like these do 
not spring up overnight. They are 
the result of patient research, of 
honest self-criticism among tele- 


phone workers seeking and find- 
ing ways to ‘‘do it better’. 

The policy of. giving greater 
value finds public response in the 
use of the telephone, which has 
made possible the American Tele- 
phone and Telegraph Company’s 
record of uninterrupted dividend 
payments for more than 50 years. 

May we send you a copy of our 
booklet, “‘Some Financial Facts’? ? 


BELL TELEPHONE 
SECURITIES CO. Ine. 


195 Broadway, New York City 
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The 
NATIONAL GROUP 


NATIONAL 
ELECTRIC POWER COMPANY 
NATIONAL 
PUBLIC SERVICE CORPORATION 


A part of the 
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Tue BacHE REvIEw 


Facts and Opinions Condensed 


Readers of the Review are invited to avail themselves of 
our facilities for information and advice on stocks and 
bonds, and their inquiries will receive our careful atten- 


tion, without obligation to the correspondent. 


In writing 


please mention The Bache Review. 


Sent for three months, without charge 


J. S. Bacue & Co. 


Members New York Stock Exchange 


42 Broadway 


New York 
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Facts, Graphs and Statistics that 
will help you make your 1932 
Business and Investment Plans. 


Free With Yearly Magazine Subscription 





. « « To Invest Successfully in 1932 
You Must Act On Facts . . . 


To give you immediately the status of the various industries and 
the situation of each individual company as well as an analysis of 
the economic and business outlook,— 


THE MAGAZINE OF WALL STREET 


Offers Its Tenth Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic Facts | 


A most complete and helpful Manual prepared in a unique style, 
that saves you time and yet gives you complete information 
on every important industry and security _ 





Yearly Magazine 


Subscribers Can Get This Volume FREE 





@i UR 1932 Manual to be published on March 7, 1932, gives you a comple 
statistical record for the past three years of all the leading companies i 


Factual 





every important industry in addition to high, low and last prices for 1931. 
The clarity and simplicity with which we present all data and interpreti 


and comment will give you a clear and accurate picture,—not only of the position 
the individual corporation,—but of the ndustry of which it is a component pa 
Interpretive This material will enable you to map out your investment course during 1932, 
will tell you which securities to discard and which to hold,—and enable yout 
& build a sound investment foundation. 


The financial position of all leading companies showing the ratio of assets to liabilities, the net working capital, etej 
will be included. This is a very valuable feature in view of prevailing conditions. Among other important features are} 


MARKETS .. . 


Analysis of the Stock Market for 1931 with 1932 Out- 
look. By the Industrial and Security Experts of The Seice aint aa, 
Cc Aiet. , , 


Magazine of Wall Street. 


Comparison of earnings of all leading companies for several 


years past. 
New Stock Listings. 
Stock Market Prices 1930-1931. 
Over-the-Counter Prices. 
Curb Market Prices. 


BONDS... 
Bond Market Prices for 1931 
Analysis of Bond Market for 1931. 
Bond Financing. 
Unlisted Bonds. 
Curb Bonds. 


DOMESTIC TRADE AND BUSINESS .. . 
Analysis of the Business Situation from the standpoint 
of recent events and prospective trend. 


i ding Graphs Indicating Price Trend. 

Record of Production of Leading Commodities and New Produe- 
tion Trend. 

Corporation and Government Financing in 1931 and prospect 
for 1932. 

New Industries. 

Important Issues in new Foreign Financing. 


SECURITIES . . . 3 
3 Years Earning Record—Present Financial Position. 


Illustrated with Charts and Tables. 
Railroads Accessories Steel Shipping 
Public Utilities Chemicals Coal Tobacco 
Food and Packing Leather Oil Radio and 
Chain Stores Machinery ~~ Tires Communication 
Mail Order Textiles Paper 
Automobiles Mining Sugar 





One hundred tables and charts illustrating basic conditions in important industries and fully detailed tables giving leading 
companies’ earnings, financial position, etc., over a period of years. Practically every company of importance whether list 
or unlisted is included. The data gives the investor a complete record of the growth or decline of practically every leading 
corporation, which will enable him to determine the real trend of the company’s affairs. ; 

The Manual of The Magazine of Wall Street will give the latest obtainable official, semi-official, or other authoritative das 
regarding the complete year’s operations in all industries, and the principal corporations. It is broader and more comprehensivt 


than ever before. 


This valuable volume will be sent FREE, providing you send in your subscription 
to The Magazine of Wall Street for one year, using Special Coupon below. 


The MAGAZINE OF WALL STREET 


42 Broadwcy, New York, N. Y. 


Mail This Coupon Today 
SPECIAL FREE Manual Offer 


I enclose $7.50. Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next issue, including full 


privileges of your Personal Service Department. 


It is understood I am to also receive free: 


The Magazine of Wall Street Manual, to be issued March 7, 1932 


Address 


Publisher's Note:—If you are already a subscriber, your subscription ‘will “be extended from=present Hateof expiration. 


Canadian and Foreign Postage $1.00 Extra. 


() For $1.50 additional you will also receive our monthly Adjustable Stock Ratings. Stes ene eee tcee 














IMAGINATION 
PHOTOGRAPHY 
ROTOGRAVURE 


Imagination directed the camera in this un- 


retouched photograph of triple exposure. 


Al ow reopiitied: edi: las alkaline will attract the attention essential to sales. 


proved to bel Finest precision in the bear- For your next advertising employ a camere 


ings, breath taking speed in the car, and artist and reproduce his work in rotogravure. 






elusive tones in the shadowed display of J Limberty-Clark (Corporation 


the name. Imagination can produce photo- 
NEW YORK, 122 W. 42nd St. 


maphs which, reproduced in rotogravure, CHICAGO, 8S. Michigan Ave. LOS ANGELES, 510 W. Sixth St. 











RECORD THE STORY OF YOUR PRODUCT 


IN ROTOGRAVURE 


Millions of people record, with cameras, stories 
of persons and things. This natural interest in 
photographs can be capitalized in your own 
business. Photographs tell a believable story 


of your products —how they look, how they 


are made, how they are used. With imagination 


directing the camera, every picture may be 
interesting. And when reproduced in roto. 
gravure every reproduction is perfection, 
Rotogravure is a sales medium, whether a; 
a page in a publication, catalog, package 
enclosure, broadside, house organ or othe; 
piece of sales literature. Among the roto. 
gravure papers made by Kimberly-Clar 


Corporation there is one that will give you 


perfect satisfaction for your particular use. 


Just address any question to Rotogravure 
Development Department, Kimberly -Clak 
Corporation, 8 S. Michigan Ave., Chicago, ll 





Makers of Rotoplate, Hyloplate, 
Primoplete, Servoplate — Perfect 
Papers for Rotogravure Printing. 
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IN roto- 
fection, 
ther as 
ack N recent weeks the behavior of 
age | the stock market might properly 
be described as “professional.” 
vr other Shrewd investment buying has been 
present during weak periods but with . 
perhaps half of the day’s volume orig- 
@ roto. inating on the floor of the Exchange 
few would contend that the public 
p= Clark was heavily engaged in the market. 
Discussing this situation a few days 
| ago, we were reminded, however, that 
V@ YOUN the professional pickings are by no 
means what they were. Swings in the 
lar use te Pre level are narrower, caution has 
supplanted enthusiasm and there is a 
salutary hesitancy against any sem- 
gravureme blance of a stampede. Certainly in the 
long run this is a desirable situation for 
the bonafide investor. 
y Clark 





There is an increasing tendency for 
price gains to rest only on a factual 
base. There is common search for 
management that is genuine, for indus- 
trial leadership that is leadership, not 
pool operating. 

We smile in contemplation of the 
comparison of such a sane situation 
with that which obtained in the late 
bull market and our thoughts go back 
to the tactics of manipulation which 







-ago, Il 















prevailed in those days,—in those days 
when a group might choose a stock of 
which they knew little or nothing but 
in which there was a short interest; 
run the shorts in; arrange for some 
favorable news to be issued; and ride 
it up 20, 30, even 40 points. It was 
done time and time again, and by men 
who probably did not know, or care 
whether the corporation was making a 
dime or dollar a share, although their 
names were magic when identified with 
a stock. A specific case is that of a 
large operator whose market achieve- 
ments have brought him as much fame 
as his skill and shrewdness as a manu- 
facturer. 

It had been noised about that he was 
interested in the affairs of the 
Company and the stock after a pro- 
longed sinking spell began to move into 
new high ground—indeed began to 
come out of the doldrums and ap- 
proach a price some twenty times its 
current earnings. But what were the 
facts? Actually the extent of his “in- 
terest” was to unload some 55,000 
shares acquired with only the most 
superficial knowledge of the company. 
When the stock acted badly, how- 


















More Sanity and More Safety 


ever, he then, and be it noted not until 
then, looked into the company. He 
let his name be associated with it for 
its public effect. He supported the 
stock and by the combination of his 
prestige and manipulative skill ran the 
price to a level where escape was easy 
and profitable. Yet throughout this 
operation his interest in the company 
was about as genuine as that of big 
“bears” in the companies whose stock 
they sold short regardless of conse- 
quences in the months immediately fol- 
lowing the 1929 crash. 

Today a wholesome skepticism safe- 
guards against such excesses. Current 
conditions and those in prospect for 
many months have sheared ‘the claws 
of bears as well as dulled the horns of 
rampant bulls. The public is looking 
for equine rather than taurine sense to 
lead the market and in so doing it will 
not be victimized. Security markets 
are back to a level where earnings, 
working capital and dividends are more 
important than prospects and roseate 
promises. Naturally the swings up or 
the swings down are not so broad but 
they have the note of more sanity and 
more safety in their movements. 
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THEY THREW UP THEIR HATS... 
AND DANCED IN THE STREETS 


The Baltimore horse-drawn railroad could carry passengers but not freight. Passenger revenue alone 
couldn’t support the road. It stopped operating. Then Peter Cooper’s steam-engine Tom Thumb was 
introduced. It worked. The staid directors who came to watch the trial threw their hats in the air and danced. 


W™ MIGHT they throw up their hats and dance. 
For the Tom Thumb established the dependability 
of the steam engine and made possible the shipment of 
freight by rail. From these humble beginnings devel- 
oped the modern locomotive and the modern freight car. 
Today railroad dependability is not questioned. Our 
railroads are the most efficient mode of transportation 
man has ever known. One aspect of this efficiency is the 
leasing of special freight cars (such as refrigerator or 
tank). Thousands of these cars frequently are required 
for brief seasonal shipments. Obviously for some roads 
to maintain cars throughout the entire year for this 
peak demand would be most wasteful . . . would cost 
the shipper huge sums. 

So most railroads regularly operate only the freight 
cars they normally need. In peak seasons they obtain ad- 
ditional carriers from the General American Tank Car 
Corporation. By so doing, many railroads save 365 day 


maintenance and investment in cars which are used 
only 30 or 60 days. General American keeps its fleet 
busy throughout the year, first on one road and then on 
another, and therefore can operate it most economically. 

In this way does General American supplement the 
railroad, enabling it to give adequate service at mini- 
mum expense. Besides maintaining its vast fleet of 
50,000 cars, General American builds all types of rail- 
road freight cars...box, gondola, hopper, stock, refriger- 
ator, tank. It also operates a large public terminal and 
an extensive European freight transportation system. 


Address Continental Illinois Bank Building, Chicago, Ill. 


GENERAL AMERICAN TANK CAR CORPORATION 


BUILDERS OF ALL TYPES OF RAILROAD FREIGHT CARS 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Managing Editor 
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Business TI rend 


Dodging the Inevitable—Farm Aid Aplenty—Broadening 
the Tax Base—The Expected Happens—The Cloud in the 
Far East—Need We Fear Inflation—The Market Prospect 


DODGING 
THE INEVITABLE 


further prolongation of 
the economic misery of 
Europe. With Germany refusing to pay and France 
refusing to let her off, there was nothing to do but in- 
definitely postpone the Lausanne conference. The 
stubborn position of both countries is at least partly 


P tertier has decreed 


determined by domestic politics. Our own domestic 
political situation has a bearing on the situation, for 
Europe holds to the belief that if President Hoover 
should be re-elected with a supporting majority in Con- 
gress our opposition to any readjustment or postpone- 
ment of inter-ally debt payments will be modified. 

The world is now hardened to realities; the sooner 
they are faced the better. It is no longer a question of 
the justice or the injustice of reparations. Germany 
will not pay at present or in the near future. It is im- 
possible to compel her to pay. To postpone the end 
merely prolongs chaos and probably invites attendant 
evils that might otherwise be avoided. 

The impasse in Europe cannot be ignored in the 
United States. We shall eventually regain a tolerable 
economic status regardless of what happens in Europe, 
and, let us hope, adopt policies that will prevent the 
recurrence of entanglement in European affairs, ‘politi- 
cal and economic. But entangled we are, and deeply, 
and while Europe falters and flounders our own eco- 


nomic recovery must be affected in some measure. The 
postponement of the Lausanne conference is a post- 
ponement of world economic stabilization. 
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FARM AID 


IHE Federal Government business 
APLENTY 


relief program has not overlooked 
the farmers. In fact, it seems to 
have looked them over very carefully and considerately. 
The Reconstruction Finance Corporation is authorized 
to help the three Federal farm loan systems, viz., the 
Federal Land Banks, the Joint Stock Banks and the 
Intermediate Credit Banks. It also specifically provides 
for loans to agricultural and livestock credit corpora- 
tions. There is the further provision that 50 million 
dollars shall be earmarked for direct loans to farmers 
who cannot avail themselves of bank credit. Then 
there is a separate measure for increasing the capitaliza- 
tion of the land banks by 125 million dollars, of which 
25 millions are earmarked to enable those banks to 
avoid the foreclosure of delinquent loans. 

The meaning of all this is that new or additional 
farm loans will be provided on land security, that fore- 
closures will be. avoided, that capital will be provided 
for the financing of farm operations that extend be- 
yond the seasonal cycle, that seasonal credit will be 
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procurable from banks by farmers whose business status 
justifies it. Farmers who are beyond all such credit 
relief will be able, if worthy, to get loans direct from 
the Reconstruction Finance Corporation, but under the 
supervision of the Department of Agriculture. All 
this is in addition to what the Farm Board may do for 
the farmers; it should lift the pall of despair from 
farmers who could and should be saved. 

It is the expectation that all loans, direct or indirect, 
except those of the mortgage banks, will be conditioned 
on some increase of diversification of farm products. 
There is a recent precedent that indicates that govern- 
mental loans to farmers for the financing of current 
operations will incur little risk and will have permanent 
effects of a constructive nature. In the case of the 
emergency relief extended to the farmers of Arkansas 
and other regions that were drought-stricken in 
1929-30, the insistence on diversification has resulted 
in a great degree of farm self-sufficiency, and the liqui- 
dation of the loans has been far better than was an- 
ticipated. 

While probably inevitable, under the severe condi- 
tions now existing in the farming areas, the increase of 
farm mortgages is not to be viewed with satisfaction. 
What is required for sound national economy is such 
a permanent readjustment of agriculture to urban in- 
dustry that farmers will not need loans to keep afloat. 
Until that is.done most farm mortgages are but the 
prelude to farm forfeiture. 

Nevertheless, the fact that Uncle Sam is beginning 
to think more of relief for his own people than for 
those of foreign lands is encouraging. If any public 
money is to be lost through improvident loans we 
prefer that it shall be lost where somebody in America 


will get it. 
—— 


BROADENING THE T is well understood by 
TAX BASE I the country that, re- 

gardless of whatever 
economies may be effected in governmental expendi- 
tures, a substantial increase in taxation will have to be 
imposed if the Federal deficit is to be covered and the 
budget balanced. That is conceded by all. The gen- 
eral opinion is that the American people can and will 
cheerfully make the necessary sacrifice. 

But what a change in attitude when we leave off 
with generalities and get down to specific tax proposals! 
Virtually no tax suggestion has yet been made in Con- 
gress without provoking an immediate howl of outraged 
protest from one group or another. The amusement 
industry brings tears to one’s eyes with its lament over 
proposed theatre ticket taxes. The motor industry 
avers that a sales tax on automobiles will kill the busi- 
ness and delay economic recovery. 

Obviously, everyone cannot be exempt from sacrifice. 
That being the case, the more individuals and busi- 
nesses that share the pain, the easier it should be to 
endure. In line with this general principle, there 
would seem to be much merit in the suggestion that 
Federal taxes be imposed on consumption of electric 
power and gas and on use of the telephone. A moderate 
impost here, spread over millions of individuals, would 
produce important revenues and would not be hard to 
pay as an added item on monthly bills. It might also 


serve as an effective, constant reminder to the payers 
to take a more active interest in the affairs of their 


government. 
—, 


ALL STREET often 
roams far afield in its 
search for the speculative 

signs and omens and frequently reads an awed and 

significant meaning into the obvious. It was so with 
the recent meeting of the directors of the United States 

Steel Corporation at which a dividend of only 50 cents 

a share on the common stock was declared. At the 

same time the directors served notice that the common 

dividend could not be maintained unless earnings im- 

proved. 

The immediate response of the stock market was to 
decline, but the market had been declining for two 
weeks before the steel announcement came out. The 
fact is that the dividend action of the Steel Corpora- 
tion could have surprised no intelligent observer, for no 
one expected the company to pay indefinitely out of 
surplus. The inclination of some speculators to regard 
the company’s statement as to the relationship between 
improved earnings and further dividends as a forecast 
of continuing business disappointment is the height of 
absurdity. The Steel directors are prudently governed 
be existing visible conditions. They do not pretend to 
be able to see into the future. 


THE EXPECTED 
HAPPENS 


——_ 


ROM Wall Street to Shanghai 
is a far cry, yet in our com- 
plex civilization no clash of 

nationalities, however distant, can fail to have eco- 

nomic repercussions. At best, the performance of Japan 
is a disturbing factor in a world over-burdened with 
uncertainties and suspicions. It is difficult to believe 
there can be a real war between China and Japan, the 
latter’s strength being overwhelming. It is still more 
difficult to believe that Japan’s commercial interests in 

China can be furthered by application of brute force. 

The real danger is that some larger power, notably the 

United States, may become involved. The immediate 

effect of the Chinese boycott and of warfare may be 

to increase Chinese buying of American goods. Japan 
also may temporarily buy more from us. But our buy- 
ing from Japan is even more important, for in an open 
dispute our boycott on Japanese goods would be an 
almost unbeatable weapon, since we buy approximately 

40 per cent of all Japan exports. We are her biggest 

market for her most important commodity, silk. The 

threat of economic force may be more potent than 
that of arms. 


THE CLOUD IN 
THE FAR EAST 


— 


THE MARKET UR most recent investment 
advice will be found in the 


PROSPECT 

discussion of the prospective 
trend of the market on page 450. The counsel em- 
bodied in this feature should be considered in connec: 
tion with all investment suggestions elsewhere in this 
issue. Monday, February 1, 1932. 
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NEED WE FEAR UR European critics, 
friendly and otherwise, if 


INFLATION? 
there are any of the 


former, are perturbed for fear our domestic reconstruc- 
tion measures, notably the Reconstruction Finance Cor- 
poration, will result in inflation. Inflation means to 
them, however, only that sort of inflation they so pain- 
fully experienced during the war and afterwards; the 
printing of unsupported paper money, which deflated 
in value faster than the presses could inflate its volume. 

In America, inflation ordinarily means an artificial 
expansion of bank credit. Taking that meaning, the 
Corporation will and must be inflationary if a large 
part of the benefits expected of it shall ensue. Disguise 
the fact as we may with other adjectives, the Corpora- 
tion is a deliberate step toward inflation. If its opera- 
tions are not resultant in a measure of such inflation, 
but merely transfer a part of the now available credit 
from one place to another, it may have a stabilizing in- 
fluence but it will not be accelerative of business. To 


‘counteract deflation the Corporation, which is purely 


an artificial creation, must convert idle or actually 
hoarded funds into credit sources. 

What is hoped of the Corporation is that it will re- 
store confidence and dissipate business fear, thereby 
stimulating enterprise and a demand for credit that the 
banks will cheerfully meet. Such a process is mani- 
festly inflationary in its inception, if we take present 
credit curtailment as reflecting the present requirements 
of business. If it results in a corresponding genuine 
business expansion, or if deflation has practically run 
its course and business is ready to 
expand, it will be only a timely 
tonic. 

Now, whether any artificially 
created situation that leads to expan- 


sion of bank credit is protectively, if 
not stimulatively, necessary is the 


real question. Is it advisable for 
the Government to take steps that 
will prevent bank failures, railway 
receiverships and a multitude of 
other commercial wrecks? Or 
should the “natural” process be al- 
lowed to go on to the bitter and 
perhaps ruinous end? 

The banks, speaking broadly, will 
do nothing to prevent a debacle. 
They are too much absorbed in 
keeping themselves liquid. In that 
endeavor they give impetus instead 
of retardation to further deflation 
and its disastrous consequences. Their passion for 
liquidity—perfectly understandable—has gone so far 
that it has paralyzed the efficacy of the Federal Reserve 
System in one of its chief functions, that of rediscount- 
ing. Had it not been for hoarding they would be bor- 
rowing next to nothing from the Reserve banks. They 
have borrowed, merely to replace currency that has 
gone out of actual circulation or that does not go 
through bank deposits. 

Stranger, still, is the fact well known in the banking 
world, that some powerful patrons of banks are com- 
pelling them to refrain from rediscounting under threat 





of removing their accounts if they do. It is common 
gossip that one great interior bank was brought to its 
knees by a realized threat of that sort. Only a counter 
threat of nation-wide publicity that might eclipse his 
reputation is reported to have kept one of the nation’s 
greatest industrialists from delivering such a blow to 
a larger western bank which was rediscounting on a 
considerable scale. To rediscount has, absurdly enough, 
become a badge of discredit. To such depths of bank- 
ing paralysis have we come! 

Is it dangerous inflation for the Government to ex- 
tend credit that will prevent further wanton wreckage, 
because in doing what the banks cannot or will not 
do it will create a condition in which they will be able 
and willing to lend? We believe not. 

The purpose of the Reconstruction Finance Corpora- 
tion is sound but all depends upon management. Little 
permanent good will be accomplished if the Corpora- 
tion is so managed that it is merely an indiscriminate 
financial bread line in which the strong and the weak, 
the deserving and the undeserving, are charitably 
served, with regard rather to their needs than the pub- 
lic good. It will help little for the Government to 
rescue a crippled concern which will later die on its 
hands or off them. 

On the other hand, we assert that the Government 
would be derelict in its duty if it does not now en- 
deavor to save a business that is essentially sound, 
occupying a critical position in the commercial fabric 
and menaced by insolvency through the failure of nor- 
mal banking functions. Refused by the banks, such a 

corporation can now go to the Re- 
construction Corporation and make 
arrangements for assistance through 
the banks. For example, a railroad, 
public utility or even a worthy in- 
dustrial corporation with heavy ma- 
turities, being refused aid by its 
bank, can resort to the Reconstruc- 
tion Corporation. While the latter 
will not make a direct loan, it will 
advise the bank to lend the funds 
and agree in turn to loan the bank 
the necessary amount on the col- 
lateral of the company in difficulty. 
Thus in its essential purpose the 
Corporation is a temporary Govern- 
ment loan institution made impera- 
tively necessary by a failure of the 
ordinary banking system to cope 
with its problems. 

It need not and will not result in 
any currency inflation. But there is a possibility that 
there may be steps by the Federal Reserve Board in 
the direction of loosening the flow of currency from 
the Reserve Banks. Treasury policy now points in 
that direction, if we correctly read a recent speech by 
Under Secretary Mills, which suggests widening of the 
money gates by making Government bonds the basis 
of note issues. Part of the administration objection 
to the Glass bill, which is apparently deflationary 
rather than inflationary—as might be expected from a 
senator who as Secretary of the Treasury is reputed 

(Please turn to page 504) 
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The Market’s Next Move 


Reaction Appears to Invite a Nearby Test of Previous 
Bear Market Lows, But Any Extension of Decline Can 
Only Be Regarded as Enlarging Investment Opportunity 


By A. T. Miter 





From the longer-range out 





NE rally, as we have 
learned many times in 
the last two years, does 

not convert a bear market into 
a bull market, but since there 
is no reason to expect such 
magic, investors at this writing 
have no cause for undue alarm 
or disappointment over the 
movement of stock prices since 
the turn of the year. 

The rally in the forepart of 
January was of the type that 
this publication forecast in 
December when it recom- 
mended partial, scale-edown ac- 


sellers. 


In formulating investment policy one may 
wait for definite and convincing proof of busi- 
ness recovery—and pay much higher prices 
for stocks. Or, one can act on the courageous 
and common sense assumption that the depths 
of depression offer an ideal opportunity for 
buying, realizing that prices in the final phase 
of a bear market are made more by fear than 
by facts and more by forced liquidation than 
by the voluntary and reasoned decision of 


look it would have been better 
if the rebound had not been 
pushed so far, and yet it was, 
of course, not to be expected 
that the professional element 
would fail to take advantage 
of its opportunity. 

That the recent reaction is 
of prophetic significance in 
relation to the future course 
of business is very much to be 
doubted. The rally plainly 
occurred too early in the year 
to be accepted as a rational 
forecast of spring business de- 





velopments. Similarly, reaction 





cumulation of a selected list 
of dividend-paying issues for 
either long-term holding or profitable sale on rallies, de- 
pending upon the individual buyer’s discretion and circum- 
stances. At its maximum the recovery was substantial, but 
our belief is that those who failed to take profits will have 
no ultimate cause of regret. 


No Immediate Change in Fundamentals 


The upturn, of course, rested upon no obvious or im- 
mediate change in fundamentals. As had been expected, 
seasonal and technical factors provided the chief support. 
Formation of the Reconstruction Corporation and the rail- 
road wage negotiations offered additional speculative 
stimulation for professional traders to discount. Some of 
the operators long prominent on the bear side reversed their 
judgment at least temporarily and undertook bullish 
manipulations. At the height of the rally the bulk of the 
trading volume was purely professional. 

In the failure of such a movement to extend itself into 
genuine recovery within a period of a few weeks there is 
nothing surprising, for no sane observer could expect the 
weight of the most serious depression ever known to be 
lifted other than gradually and over a considerable period 
of time. 

The market can never move up very far above the actual 
base of corporate earning power, and when it attempts to 
do so in intermediate, technical rally the effort auto- 
matically consumes its own energy. Professionals expand 
and exaggerate such a rally for the sole purpose of taking 
profits and when trading is confined largely within their 
own ranks, without the support of any substantial public 
participation, reaction of greater or lesser extent is 
normally to be expected. 
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comes at a time when it can 
hardly be assumed to reflect any clairvoyant speculative 
knowledge of what will happen in March or April. 

The spring months may or may not produce significant [ 
economic gains. ~ Until some more convincing evidence 
either way is supplied, the logical market performance 
should be one of inactivity and narrow fluctuation. It is 
a market of extremes, however, and of exaggerated psy: 
chological fears and, regardless of what appears to be sound 
logic, practical investors cannot well ignore these factors. 


Running Out of News 


In the extent to which reaction has run at the present 
writing there is no mystery. For the time being the mar 
ket has run out of “good news.” In the. immediate sense 
it can never have its cake and eat it too, and it never dis 
counts good news twice. It could not rally indefinitely 
in enthusiastic acclaim of the Reconstruction Corporation 
or the prospects of railway wage reduction. Both of these 
influences have lost much of their speculative bloom. 

That, together with the normal technical forces set up 
by rally, is sufficient to account for reaction. It would 
be by no means sufficient, however, to account for an actual 
renewal of the underlying deflationary movement and this 
has, perforce, become the question of chief immediate in 
terest. 

The market, on the average, has cancelled substantially 
more than half of its rally. Of greater importance, the 
average stock of the active, leader type has lost more than 
75 per cent of its preceding gain and has fallen to within 
striking distance of the extreme lows recorded in the first 
week of January. This, obviously, is an unfavorable per: 
formance. Moreover, a few important stocks reflect special 
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weakness which can only indicate outright investment 
liquidation. Notable among these is Genera: Electric, 
which early on the reaction established a new bear market 
low. If even a few other leaders conform to this bearish 
pattern their action can scarcely fail to have a decidedly 
adverse effect upon sentiment. 


A Test Is At Hand 


By tke time of publication of this article it probably will 
have been made clear whether we are in for a resumption 
of the major bear movement, it being evident at present 
that there is to be at least a rather conclusive testing of 
the previous lows. A “break through” on increasing vol- 
ume would have to be accepted not as a speculative incident 
but as the direct reflection of continuing liquidation in 
volume surpassing either immediate investment or specula- 
tive demand. 

Regardless of whether we are to see new low prices, 
however, it is decidedly late in the game for anyone to give 
free rein to pessimism. Worrying over the last few points 
in a bear market or struggling to catch the absolute bottom 
is as patently absurd as was the reverse psychology of 1929. 

In relation to the broad scope of the decline of the last 
two and one-half years, as well as in relation to the next 
bull movement, the mar- 
ket at present levels can 
only be subject to rela- 
tively minor “wriggles” 
which do not merit in- 
vestment alarm and which 
offer only limited oppor- 
tunities even for in-and- 
out traders. 

At a time of general 
fear, considerable assur- 
ance is to be had in a calm 
appraisal of the obvious, 
however trite its exposi- 
tion may be. The most 
confirmed of our bears 
will concede that there 
will be a bottom, prob- 
ably at least some degree 
above zero. Moreover, 
simple arithmetic demon- 
strates that the market, on 
the average, has declined 
approximately 82 per cent 
from the peak levels of 
1929. This, obviously, 
leaves a relatively narrow 
margin for additional de- 
flation. 

Of course, if anyone 
believes that all stock val- 
ues will be utterly de- 
stroyed, that person 
should waste no further 
time on this article. He 
should acquire a farm, 
Prepare for a complete 
collapse of civilization as 
we know it and establish himself, if possible, on a basis of 
100 per cent economic isolation and self-sufficiency. In 
that fantastic event nothing would be worth anything and 
not even a hoard of gold would do our perfect pessimist 
any good. é 
gy of us who still cling to the basic idea that the 

t American stocks have a future can determine in- 
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vestment policy along one of two lines. One may wait for 
definite and convincing proof of business recovery—and 


‘pay much higher prices for stocks. Or, one can act on the 


courageous and common sense assumption that the depths 
of depression offer an ideal opportunity for buying, realiz- 
ing that prices in the final phase of a bear market are made 
more by fear than by facts and more by forced liquidation 
than the voluntary or reasoned decision of sellers. 


Is the Final Phase Here? 


Admittedly, we run into difficulties in attempting to 
define the “final phase” of a bear market. There is no 
basis upon which the time element can be scientifically 
estimated. We do not know whether revival will begin 
this spring or next autumn. But to the real investor it is 
the price level of a sound stock that is important, rather 
than the specific timing of future advance. In this sense 
the completion of a deflation of 82 per cent from 1929 
quotations can reasonably be regarded as bringing us to the 
final phase of depression, since it leaves so limited margin 
for further decline. 

Accordingly, this publication stands on the broadly 
bullish policy it has presented in several preceding articles. 
As has been made clear, we do not advocate indiscriminat- 

ing purchase of | stocks. 
We continue to confine 
our suggestions to the two- 
score of carefully selected 
issues heretofore named. 

We again advise spe- 
cifically against complete 
accumulation at any onc 
price level or any accumu- 
lation upon rallies. Re- 
taining an adequate cash 
reserve, in accordance 
with individual needs, and 
after allowing for a back- 
log of senior securities, 
available investment funds 
should be gradually and 
patiently employed in pur- 
chases on a scale down, 
even though this may 
mean that the final por- 
tion of one’s funds finds 
employment later in the 
year, perhaps after a 
genuine turn has become 
evident and, naturally, at 
prices somewhat above 
bottom. 

Against the inevitable 
hazards of stock invest- 
ment, such a program 
comes about as close to a 
fool-proof standard as is 
possible to attain. If it 
does not guarantee getting 
in on the bottom it at 
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average commitment low 
enough down to promise both satisfactory current yield and 
handsome ultimate appreciation. 

Just as the rally in mid-January offered profits to those 
who followed our December recommendations, it is quite 
possible that another substantial rebound will develop be- 
fore spring has passed. Whether one should be concerned 

(Please turn to page 503) 
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Can Prosperity Return Under Ever: 


Increasing [ax Burden? 


With Public Expenditures Approximating 28% of 
Present National Income, This Last Stronghold of 
Inflation Blocks the Road to Business Recovery 


By Laurence STERN 


ORALISTS to the contrary, high living did not ruin 
the Roman Empire. High taxes did it. 

For the average individual under the sway of Rome 
the Fourth Century was an endless, bitter lament over the 
Government's unconscionable extortion of income and 
wealth for the support of a horde of extravagant public 
officials. The minds of business men were harried with 
thoughts not of barbaric invasion but of devastating eco- 
nomic depression. Thousands of farmers fled from their 
lands, unable to produce sufficient return for taxes. AIll- 
powerful Rome had thoroughly greased the economic skids 
for her own decline. 

Nor was there anything unusual in this sequence of 
politico-economi: events. The realistic student of history 
will find it recurring time and time again as a major causa- 
tive factor in the long story of the rise and fall of nations— 
a factor to which romantic historians have paid all too little 
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attention. Although he did not know it, Napoleon was 
licked before Waterloo. He had taxed his subjects to an 
unendurable limit. 


A Warning From the Past 


All of this, admittedly, is ancient history, but does not 
its warning, repeated through the centuries, touch us today! 
All around us in this Twentieth Century world we s 
bankrupt nations. Britain, greatest of all not long ago 
struggles frantically against submergence. 

And here in this land, which has turned from the cate 
less exuberance of youth to the problems of economic m 
turity, a Senator arises in Congress to break a thirty-yeaf 
rule and read a petition from the people. It is a memo 
from the Federation of American Business. 

“Today,” it says, “combined American governments at 
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ding one-quarter or more of our national income. No 
nation can stand that drain and continue to function. You 
and your predecessors and your associates in state legis 
latures and municipal governments are overwhelmingly re- 
sponsible for present conditions. 

“The business men of the country, regardless of party, 
demand that government cease its policy of meddling and 
repression and perform the political functions for which 
it was created.” 

This is a sweeping indictment. Let us see, first, to what 
extent it squares with the demonstrable facts. 

Depression, a rapidly declining national income, the diffi- 
culty of quickly reducing public expenditures, the necessity 
of heavy borrowing to meet extraordinary demands for 
relief of distress and suddenly enlarged deficits have all 
focused public attention sharply at this time upon the cost 
of government and its relation to the economic situation. 

But the problem is not new. It has been creeping upon 
us for more than fifteen years. The illusion of an no. Bo en 
and evér-mounting prosperity kept us from seeing it, for 
we did not worry about paying last year’s taxes when the 
new year’s income was ever higher. 

In 1913 the total cost of Federal, state and local govern- 
ment in this country was 2,919 million dollars, according 
to estimates of the National Industrial Conference Board. 
In 1928 it was 12,609 million dollars. Today the Govern- 
ment is spending at a regular rate of approximately 14,000 
million dollars a year. This does not include extraordinary 
appropriations for depression relief schemes of one kind 
or another. What the total cost of these will be, with some 
Congressmen still talking of Federal aid in terms of billions 
of dollars, no one knows. 


Not Merely a Temporary Problem 


But let us ignore, for the time being, the existing emerg- 
ency, and consider the fundamental significance of the fig- 
ures which politicians apparently had come to regard as 
normal. If rising cost of government were in proportion 
to rising national income there could be no cause for com- 
plaint. But such was not the case, even in boom times. 
The national income in 1913 was estimated at 34 billion 
dollars. In 1928 it was 81 billion dollars. The increase 
in the interval amounted to 135 per cent. But the total 
cost of our government during the same time increased 
more than 300 per cent, growing, in short, at a rate more 
than twice the rate of gain in national income. 

In 1913 the per capita cost of government was $30.24. 
By 1928 it was $105.20. What it will be this year is con- 
jectural but only heroic readjustment—readjustment that 
politicians appear loath to make—can prevent it from be- 
ing somewhat larger. 

In 1913 approximately 8.7 per cent of the national in- 
come was diverted to the essentially uneconomic and un- 
productive uses of government. In 1928 nearly 16 per 
cent was so diverted. Thus, long before depression struck 
us, we were spending not only a constantly increasing sum 
for government but a sum which was increasing steadily 
at a rate faster than the increase in our means of paying it. 

Only a part of the increase can be charged directly 
to the war, for the largest percentage of increase 
was shown not by the Federal Govern- 
ment but by states, counties and 
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cities. Less of it was due to the war than to the uncon- 
trolled spirit of inflation and extravagance which the atmos- 
sphere of war released. 


The Handwriting Upon the Wall 


Looking back upon it all, it seems almost inconceivable 
that we failed to realize the ultimate implications of the 
trend we were pursuing. No government, no business, no 
individual can indefinitely spend at a faster rate than in- 
come increases. Such a policy, diverting a larger and larger 
share of national income from normal economic uses, must 
inevitably throttle business and defeat itself. That the end 
came in this depression is not important. There was bound 
to be an end some time, either creating its own depression 
or contributing substantially to it. 

Depression, of course, greatly magnifies the problem, not 
only because of the tendency toward increased emergency 
expenditures of government at a time when the insistent 
economic demand is for economy, but—far more important 
in its practical effect—because the national income has been 
drastically reduced. 

It has been reduced to a point at which payment of even 
the regular expense of: government, disregarding the bor- 
rowing that we will have to do to balance the Federal 
budget, becomes an intolerable burden, a burden much 
larger than the public can reasonably be expected to carry 
if it is to have sufficient income left for the private expendi- 
tures on which business activity and profits rest. 

The national income in 1929, the height of the boom, was 
84 billion dollars. If we still had it, 16 per cent would be 
required to cover a 14 billion dollar government cost. But 
of what use is it to talk of the 1929 income? A recently 
issued estimate by the National Industrial Conference 
Board places national income for 1930 at 70 billions, 
a decline of 14 billions. Everyone knows that with the 
fall in all values, the decline in business profits, increasing 
unemployment and deflation of wages the 1931 shrinkage 
in the nation’s aggregate income must have been far greater 
than in 1930. 

What the actual figure is today is anyone’s guess. It 
is to be doubted that it is much more than - { 
50 billion dollars a year. If that is the case 
and if the present level of government spend- 
ing is maintained, then the plea of the 
Federation of American Business to Con- 
gress 1s correct, for the maw of govern- 
ment will swallow the staggering 
ratio of 28 per cent of our income! 

Given such an enormous and 
disproportionate diversion of 
income from its normal eco- 
nomic channels, to 
what can we look for 
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the purchasing power we so ardently hope will bring on 
business revival? 

Let no one be deluded by the thought that the other fellow 
is carrying the load. It cannot all be taken from the rich. 
Directly or indirectly, all of us are paying it—$105, or 
more, for every man, woman and child in the country out 
of a per capita income which for 1932 will do well to 
exceed $400! 


The Cause of Depression? 


The economists, the political leaders, the bankers, the 
business men, the average citizens of the werld have spent 
more than two years seeking to ferret out the cause of 
depression. Varied are the theories that have come forth. 
In the perspective of future historians no doubt many of 
these will stand out as patently absurd. Others, not now 
fully comprehended or understood, may loom up like lan#- 
marks in the record of our time. 

We have wandered far in our probing of the economic 
mystery. Some observers, including men of repute and 
sincerity, have come at last to the theory that the depres- 
sion is directly and overwhelmingly due to the orgy of 
government spending through which the entire world has 
passed since 1913. 

It is an interesting and sobering theory, put forth here 
for what it is worth and without either conviction or dis- 
belief. The evidence is puzzling and incomplete. One can- 
not sum it up and say two-plus-two equals four. 

But of one thing we can be sure. Excessive spending by 
all forms of government, here and throughout the world, 
has been at least one of the most important causes leading 
to the smash. 

And of another thing we can be even more sure. That 
is that the immediate problem of excessive government ex- 
penditure is the single greatest obstacle to business revival 
of lasting significance. Look where 
you will in the economic scene and 


precedent that recovery heretofore has always followed 
depression in America? That sequence can not be taken 
for granted as inevitable in human affairs, as the experience 
of the world—much broader than that of our comparatively 
young country—clearly shows. There have been disasters 
of human mismanagement from which no recovery arose 
until new nations were born. 

The purpose is not to emphasize the gloomiest possible 
point of view but to point out the elementary fact that we 
have no sound reason whatever to assume that genuine 
revival can be had merely for the asking. It can be had 
only for the making and it is plainly within the realm of 
possibility for mismanagement of our collective economy to 
postpone its return more or less indefinitely. 

Our economic prospect is permanently uncertain. Our 
national wealth, tremendous as it is, has grown in a 
hundred years at a rate scarcely more than 4 per cent com- 
pounded anaually. No one can say what our “normal” 
national income is or will be. At some future time it no 
doubt will be larger than it has ever been in the past. 
Again, we may find that its growth during fifteen years 
of abnormal and wholly unsound inflation was an anomaly 
not soon to be duplicated and, indeed, perhaps tending in 
itself to retard for a period of years the rate of national 
income growth that we have heretofore assumed to be 
normal. 


Readjustment to the Present Is Needed 


But of what value is such speculation about the future? 
We can influence the future only by the success or failure 
with which we adjust ourselves to the present. That is 
the rub. 

This is not to say that cost of government must be im- 
mediately reduced to a reasonable ratio of a national in- 
come of 50 billion dollars. That would be a practical 

impossibility. It would be foolish 
to fear that our earning power 





note that deflation everywhere and 


ernment. That alone remains on ! 
the level of inflation which the in- 
dividual long since abandoned. 
Only the politicians and office 
holders live on in the happy illu- 
sion that fundamentals are un- 
changed, that—some way, some 
how—the money will be continu- 
ously found to support them in the 
fashion to which they have accus- 
tomed themselves. 

But, say the optimists, this de- 
pression is temporary. The na- 
tional income is only temporarily 
reduced. Let us borrow what we * 
need’ for the emergency. Let us 70|— TOTAL 
even- borrow some more and spend NINCOME ” 
it fer non-productive public works, 
or to help the farmer who has 
glutted his market or to encourage 
home-building in order that busi- 
ness may be revived. We can 
easily pay for it in the future. 

inly the depression in its 
present acute form is temporary 
and will be followed by recovery 
when the necessary adjustments 
are made. But what basic assur- 
ance can be placed simply in the 
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will long remain on the present 
level, but it is still more foolish to 
rely on the careless and certainly 
doubtful assumption that it will 
quickly get back to a boom level. 
That, however, is the assump- 
tion on which our political leaders 
appear inclined to proceed, 
although they now have before 
them the definite evidence that, 
regardless of the existing emer: 
gency, the snowballing of gow 
ernment expenditures had reached 
a point which even under 1929 
conditions constituted a threat to 
the enduring prosperity of the 
country. It is in this broad and 
continuing aspect that the prob- 
lem must sooner or later 
tackled—the sooner the better. 
To leave it hopefully to the future, 
expecting that income will not 
only get back soon to the 1929 
basis but in addition will mount 
fast enough to fill a gap which 
government costs had made even 
during years of unprecedented 
prosperity, is to fly in the face of 
all economic experience. Govern’ 
ment can no more ignore the 
sti economic facts than the individual. 
(Please turn to page 500) 
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Financial Collapse Menaces 
Russian Sovietism 


Critical Point in Mid-1932 When Heavy Credit Obligations 
Fall Due—How Would Disruption of the Communistic Regime 
Affect Europe? What Would It Mean to the United States? 


By Bastte W. De teass, 
formerly Vice-President, Amtorg Trading Corp., 


in Collaboration with 
THEODORE M. KNAPPEN 


world believe that the economic crisis has left Russia 
unscathed. The purpose is to show to the proletariat 
of the world an object lesson in the vaunted superiority of 
the Soviet economic system. Also it is desirable to reveal 
Russia to present and prospective creditors as a rich and 
dependable oasis of commercial demand in the midst of a 
world trade desert. Inasmuch as the propaganda seems to 
have been rather generally accepted it is important that an 
effort be made to ascertain the truth. That is what I pur- 
pose to do in this article. 
trom my years of domicile in Russia and my long service 
with the Soviet state I consider that I am in a position to 
interpret the events that are now transpiring in that un- 
fortunate country, and how it is reacting to the confused 
world economic situation. 
e finances of Soviet Russia have always been far from 
le. Her ability to meet foreign obligations has de- 
pended exclusively upon the amount and value of her ex- 
aoa Russia is entirely without any other form of ex- 
aa She has, of course, no foreign investments, 
° shipping of note, no income from services rendered 
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Oren propaganda has zealously striven to make the 


other nations; and is absolutely incapable of borrowing 
abroad, beyond the very expensive short-term credits on 
current purchases. 

Being without dependable foreign support and being 
engaged in a reckless expenditure of the pitifully small 
national domestic income, it has long seemed to me that it 
would be only a matter of time until the Soviet economic 
structure would collapse. However, it appeared, until re- 
cently, altogether probable that the Bolsheviks would be 
able to liquidate most if not all of their current external 
obligations, provided their purveyors were reasonably 
cautious. 


Bolsheviks Caught in Own Trap 


But that very world economic confusion from which 
the Soviets have bragged of being independent has resulted 
in the raising of grave doubts as to this conditional solvency. 

It is my conviction that the Soviet government is partly 
responsible for the severity of the economic crisis which it 
has not been able to escape. From my own experience in 
the Soviet foreign trade service I know that the object of 
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the cut-rate prices made on Soviet exports was political as 
well as commercial. While it is true that it was economically 
important to enlarge foreign sales, and that dumping-prices 
might contribute to that end, the Soviets were primarily 
eager to smash the world’s commercial machinery. They 
thought that by this price sabotage they could be instru- 
mental in causing economic distress abroad; which would 
have repercussions that would be favorable to the world 
revolution, always hopefully envisaged by the Soviets. 

The main purpose of the Five- 








they have, in some instances at least, provided only for their 
own needs, leaving the rest of the wheat crop lying in the 
fields unstacked. This reserve grain is held in storage fa 
away from ports and stations. There has been some 
deliberate destruction of grain. 

The situation was better with the former independent 
farmers, because even though compelled to sell their 
grain to the government there was a real incentive 
to deliver it. Collective sales mean nothing to the 
individual. All he gets out of 
his crop is what he directly con. 



















Year Plan was and is to arm 
and otherwise prepare Russia 
for the external military propul- 
sion of Communism. It was 
considered, therefore, a wise 
policy to weaken the capitalistic 
nations economically while 
drawing upon their resources 


for the engines of war whereby Germany ..........see000+ 
they were to be destroyed. on ipl amegana 

Such a program has of course heehee even 
gained Russia only the fear, ill- SN afusiasirgunnctes 
will and distrust of the western Sa eee 
world. Today she may seek to ~serall seapnrtransedbonens 


ally herself with Turkey, Persia 
and other eastern powers to con- 
solidate Asia against capitalistic 
Europe but in such accomplish- 
ment she may only foster a con- 
flict in which she will be the 
defender rather than _ the 
offender. The threat of Japan 


Russian requirements. 








Soviet Trade Credit Indebted- 
ness to Foreign Countries 


— ing of grain. If there is no 

Dollars work for the collectivist farmer 
ibbkcanieaamaelains 250 at home he is conscripted for 
eee eee et teeerteeee “ work elsewhere. 
Se There is no unemployment in 
eRe ab 15 Russia for members of the fa- 
bibiciukabosaanies 17 vored classes for much the same 
ste eeee neers ones 4 reason that there is no unem 
hokensceraghsseihne Me ployment under any form of 
ii Ve dia ian ead Ped slavery. Work is forced on the 
baile eens art master’s terms. 


* Note that the canny French are not listed, although 
they sought and obtained numerous 
They ‘sublet such contracts to 
German manufacturers, whose obligations were in turn 
guaranteed by the German government, 





sumes of it. In effect, he is 
merely a slave. Even members 
of the Communistic party have 
been apprehended in connivance 
at the destruction or withhold. 













In consequence of the re- 
tardation of deliveries the Soviet 
government does not know the 
amount of the 1931 crops. All 
its calculations are based on the 





contracts for 





















area sown, which are well 





in Manchuria may be only a 
first gesture of a more concerted 
move against the menace of widespread Communism. 

This is certainly not what Russia currently desires; for 
to whatever extent Russian policy may have aggravated the 
world economic disorder it has, it turns out, made worse 
the situation within Russia. It is not an exaggeration to 
say that because of the disturbance caused throughout the 
world by the economic crisis, it will not be possible to make 
an entire success of the Five-Year Plan. 

Indeed, it would not be surprising if, looking back a few 
years later, we should conclude that the world economic 
crisis virtually ended the Russian experiment in Com- 
munism. 


Stalin Cabinet Deplores Error 


The Russian rulers, I know, now bitterly regret their 
foolish dumping policy. As a result of falling prices 
throughout the world, the more Russia sells the less money 
she gets, and the less she gets the more she needs. Hence 
she cuts her ruinous prices still lower, and gets still less. 
She is in a quandary. She cannot buy unless she sells, 
but neither can she sell unless she buys—at prices that 
are to her exorbitant. The Five-Year Plan cannot be car- 
ried out as planned without imported equipment. And 
after plants are completed it is still necessary to import 
certain foreign materials. If the Five-Year Plan does not 
now succeed both in construction and operation the gov- 
ernment will be confronted by very serious internal 
problems. 

The low prices paid in the markets of the world for 
grain, especially wheat, appear already to have contributed 
to internal difficulties. All is not going well on the “grain 
front.” Certain reports show that the agricultural collec- 
tives have disregarded orders to deliver governmentally 
requisitioned grain to river ports and railway stations be- 
fore meeting their own requirements. On the contrary 
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known to be padded by local 
officials in order to prove that they have carried out their 
part of the program. In the Middle Volga region, how- 
ever, there is a great dearth of grain, because the crops 
failed. Every effort has been made by the authorities to § 
conceal this dismaying fact. It is quite possible that there 
will be a famine as bad as that of 1920, which may necessi- 
tate the importation of foreign grain. 









Soviets May Import Grain 





The outlook for 1932 is not only that Russia will not have 
a grain surplus with which to pay for imports of industrial 
materials but may even have to import grain—if she can 
find any way to pay for it. 

In an emergency any nation may draw upon its gold re 
serves to pay for imports. The production of gold in Russia 
amounts to 40 million dollars a year, and of platinum 3 mil 
lions. The gold reserves in September, 1930, were officially 
reported at 484 millions of roubles (242 million dollars). 
This was an indicated increase in six months of as much a 
three years’ gold production, which opens these statistics 
to doubt. It is to be suspected that they were doctored 
to correspond to the great increase in paper money 
during the same period. The following table is sg 
nificant: 














Russian Gold and Paper 









Gold Reserves Bank Notes Issue 

Date (in million roubles) (In million rubles) 
September, 1929 .... 250 1,427.1 
September, 1930 .... 483.9 2,161.9 
September, 1931 .... 544.2 2,403.4 






Just how a country that cannot import gold, and pro 
duces but 40 million dollars of it a year, could expand # 
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gold reserves by 120 million dollars in six months is a 
mystery for magicians. 

A fact which sharpens suspicion of statistical manipula- 
tion for the purpose of giving a satisfactory impression of 
the country’s monetary position, is that the emission depart- 
ment of the State Bank reports larger gold reserves than 
does the entire bank. Apparently the manipulators got 
themselves into a mathematical snarl. A reason for ex- 
aggerating the extent of the gold reserves is that they serve 
to a certain degree to determine the measure of foreign 
credit. 

According to an official statement of September 1, last, 
the total of gold coin and bars in Russia was 544 million 
roubles or only 272 million dollars. 

But even if this figure is superficially correct it must be 
interpreted in the light of the fact that Russia, under her 
trade agreement with Germany, keeps large gold deposits 
in Germany. Either this amount, which is reported to be 
now about 190 million dollars, should be deducted from 
the nominal amount of the reserves or added to the Soviet’s 
foreign obligations. 

We are forced to conclude that Russia cannot utilize 
her gold reserves any further in order to establish or liqui- 
date foreign credits. 


Germany and the Soviets 


Let us now consider the ledger accounts between Russia 
and her principal creditors among the nations. Germany 
is Russia’s largest creditor and their commercial relations 
were mutually satisfactory and payments apparently secure 
until the general credit and trade crisis developed. 

In order to promote the lucrative trade of her people 
with Russia, Germany entered into a credit arrangement 
with the Soviets in October, 1925. The German govern- 
ment undertock to guarantee to its exporters Soviet pur- 
chases up to 60 per cent, with a limit of 250 million 
marks, or 60 million dollars. In addition, the Soviets were 
to have access to the German government’s general plan 
of exports credits insurance to a limit of 200 million marks, 
covering between 50 and 75 per cent of credits granted 
by manufacturers. After the larger part of the specific 
credit guarantee was liquidated, it was reinstated to the 
extent of 110 million marks; and the entire limit of 250 
million was restored in 1930. Between 1926 and 
1930, inclusive, 
Soviet orders 





under these agree- 
ments amounted to 
534 million dollars. 
In April, 1931, 
a new agreement 
was substituted for 
the previous ones, 
whereby the Ger- 
Man government 
undertook to guar- 
antee Russian 
credits to the ex- 
tent of 75 per cent 
and a total amount 
of 300 million 
marks — about 72 
nillion dollars. The 
Soviets were hard- 
Pressed at this 
time and had 
to throw in cer- 
fin political 
economic con- 
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Photos from “USSR in Construction” 


Head Office of State Trading Trust in Moscow 


cessions; also the time limit was reduced from 24 and 
48 months to as low as 21 and 23.8 months on some pur- 
chases. Moreover, the Russians agreed to pay 20 per cent 
down with orders, in the form of trade acceptances. The 
interest rate was fixed at 2 per cent above the Reichsbank 
discount rate, whatever that might be; at one time the 
latter was 15 per cent. Finally the new credits were 
applicable only to new business; thus Russia was bound to 
a certain volume of purchases from Germany. Another 
blow to the prestige of the Soviets in Germany was the 
refusal of the German manufacturers to accept any order 
from the various Soviet business organizations unless guar- 
anteed by the Soviet Trade Delegation, which is virtually a 
diplomatic agency. Finally, implying previous laxity, the 
agreement binds the Soviets to prompt payments. 

But the economic troubles of Germany have curtailed 
the practical value of this agreement. Partly due to the 
suspension of American credits to Germany, Germany has 
greatly curtailed her purchases from Russia and demands 
quick realization of. cash from exports to Russia. The 
German banks are no longer in a position to discount Soviet 
paper, even with their government guarantee. They have 
even attempted in vain to discount. such paper in the 
United States at 25 per cent, plus a Reichsbank indorse- 
ment. It is thus evident that the previous assertion of THE 
MacaZINE OF WALL STREET that loans of American banks 
in Germany were really financing Russia is correct. 


Doles and Soviet Credits 


Parenthetically, there was a curious relation between 
German governmental doles and the Russian credits. To 
the extent that the Russian business meant employment for 
German workingmen the dole outlay was reduced. If the 
Russians failed to pay it meant only that the doles, which 
were in any event an inescapable obligation, would be in- 
creased. In fact, if there had been no dole system in Ger- 
many, Russia would not have received such liberal credits. 

And now, to cap the Soviet troubles in German com- 
mercial dealings, the Reich government has announced that 
it is unable to give the industrialists any further guarantees 
on Soviet orders. Not only that, but any extension of 
time on existing orders will be entirely at the manufac- 
turers’ risk and all guarantees expire in August of this year. 

Whilst the general external Soviet propaganda is pro- 
claiming that 
Russia is not af- 
fected by the 
world crisis, Soviet 
economic publica- 
tions admit that 
they are now con- 
fronted by the cur- 
tailing effects of 
imports caused by 
the foreign fear of 
“the Russian risk.” 
Professor Besson- 
off, a member of 
the Russian Trade 
Delegation in Ger- 
many, wrote in 
“La Vie Econo- 
mique” (Soviet 
publication) as long 
ago as last June 
that German ex- 
porters were 

(Please turn to 

page 498) 
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Is Foreign Trade Vital to 


A Graphic Presentation 
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merican Business? By Charles Benedict 


With Whom Do We Trade? 


Leading Exports and Imports in 1930 (in Millions of Dollars) 
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MONG the numerous things on which the pessimists 

have dwelt in the past two years has been the 

steady decline in foreign trade. Our export sales 
abroad have sunk to the pre-war level, they tell us. But 
before we draw any dire conclusions from such a statement 
we might well examine the facts in the situation—and the 
diagrammatic presentation of these facts speaks more effec- 
tively than a volume of the written word. 

Consider the chart at the top of the opposite page. It 
shows that the decline in our sales abroad has been in no 
greater proportion than the decline in the general output 
of all goods in this country. Since 1900, excluding the 
abnormal war years, we have exported from 8 per cent 
to 12 per cent of all that we produced and in the past 
two years of depression this average has been maintained. 

It is true as the circle charts show, we are not selling 
Precisely the same goods. In the past twenty years more 
and more manufactured goods, vehicles, machinery, house- 
hold articles, equipment, prepared foods, etc., have in- 
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creased at the expense of raw materials and crude food- 
stuffs. The point is, however, we are still selling about 8 
per cent of output in foreign markets. 

How this export trade is divided among leading indus- 
tries is shown by the bar graph at the bottom of the page. 
From this the degree of dependence on foreign sales is at 
once apparent. To the cotton farmer and to the copper 
producer foreign sales are of major importance, but to 
others the proportion of exports could shrink appreciably 
without serious effect. 

When we examine the trade with our principal cus- 
tomers, as represented by the eight countries above, it is 
apparent, however, that great shifts are possible. Depreci- 
ated currency of our largest customers, Great Britain and 
Canada, present a barrier to our sales. Our third largest 
customer, Germany, is vigorously curtailing her imports 
while France has in her recent restrictions on American 
goods evidenced a desire to trade mostly with those 

(Please turn to page 504) 
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Victors In Adversity 


By Joun C. Cresswitt 


OW would you like to lead a life like this? In your 
boyhood you play, dream and work in the idyllic 
valley of Lebanon. Its fair fields, the rounded hills 

of the Blue Ridge, the tempting waters of Spring Creek 
seem to you the fairest environment in the world. 

Relentless fate drives you forth from this happy home 
to seek your fortune in the cities. But always you re- 
member the rural scene, and it calms and solaces you in 
the heat and turmoil of the fight for 
a place in the city. You dream that 
somehow in some good time you will 
return to the ancestral home in no such 
humble way as you left it to woo 
fortune. And you do; the dream 
comes true. 

That is the way it was with Milton 
Snavely Hershey. He strayed away 
from Derry Township in the foothills 
of the Blue Ridge, Dauphin County, 
Pennsylvania, fifty years ago. Twenty- 
five years pass and the«forgotten boy 
returns to bring prosperity and 
modernity to the people of the old 
countryside. 

And then his old age has been 
privileged to see the great company he 
has built up drive head on into a ter- 
rific business storm, which shook the 
foundations of business the globe 
around, and ride through it trim and 
safe, with wrecked or water-logged 
business craft all around. 

Dividends of the Hershey Chocolate 
Co. go on as usual, the “hands” keep 
on the job in the same numbers, life 
goes on serenely, Hershey village is 
a haven of refuge for its wandering sons and daughters. 
Even the fickle and feckless stock market hardly gave 
the company a temblor. Like its sturdy Pennsylvania Dutch 
environment it kept out of the turmoil in the rocket days 
of the “new era” and escaped the abyss that: came after. 
Hershey has even seen its stocks quoted within the 
past year at well over 100; and at the same time it has, un- 
concerned, seen a maniacal market at times depress its 
solid 6 per cent shares below 70. But Mr. Hershey, now 
75, and his business bodyguard, J. E. Snyder, shrewd 
country lawyer, look upon the scene from quiet Lebanon 
Valley of the northern mountains or from the exotic setting 
of the Cuban village of Hershey in the lowlands beneath 
the Sierra de Camaphones, look on and smile. 

The sugar end of the business was, of course, hit hard 
but it was corporately amputated clean from the main 
chocolate stem and goes its way with all other sugar ven- 
tures, waiting for the sweet sun to shine again. 

Enough has been said to show that Hershey Chocolate 
success is a personal success. It was and is Milton Hershey. 
To the extent that it successfully carries on it will be 
Milton Hershey. It has ridden triumphantly in the 
prevailing storm because its founder built it to endure, 
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Milton S. Hershey 


unmindful of the business weather of the moment. 

From his earliest business ventures Mr. Hershey was 
interested only in manufactures that rested on persistent 
human wants and requirements. He knew that children 
and gentlemen, as well as ladies, must live. He knew 
that sugar was an essential food as well as one pleasant 
to the palate. Then he sought for the most permanent 
form of confectionery. At first he inclined to chocolate 
caramels—caramels and nothing else. 
He started a little shop in New York, 
and later moved to Philadelphia. Re- 
sponding to the call of the native 
region he opened a small factory at 
Lancaster, Pa., in 1886. By 1893 he 
decided that.chocolate was the thing. 
Ten years later he sold the Lancaster 
plant and sat down to plan for the 
future. 

In 1903, back at Derry, he began 
the building of a new chocolate plant 
and the upbuilding of a company 
community, which was named Hershey. 
Ideal factory buildings were reared and 
a modern community established, with 
bank, hotel, schools, library, wide 
streets, theatres, churches, pleasant 
homes and a thousand-acre park on 
the creek where the founder played in 
his boyhood. Dairy’ farms—8,000 
acres—were acquired and modernized 
to supply the milk, contracts were 
entered into with the owners of other 
farms. Thus there was created an 
ideal urban-rural community, paternal: 
ly guided. 

Two thousand home people are 
employed in the factory; sixty thousand immaculate 
Holstein cows in the country roundabout supply the milk 
for the milk chocolate. Most of the incidental material 
of manufacturing, packing, and shipping is made in the 
village. The sugar comes from the plantations at that 
other Hershey in Cuba—5,000 employes, 100,000 acres 
of sugar cane—the cacao bean comes from all the tropic 
lands that produce it. The products are the familiar 
Hershey sweet chocolate bars, Hershey syrup and Hershey's 
cocoa, 40 cars a day. A variety of products, but all tied up 
to chocolate or the incidence of its manufacture. 

And then, just a mile away from the plant on the farm 
where the proprietor and his father and mother were 
born, with the old stone farmhouse (dating from 1828) 
as the home of the superintendent, is the Hershey Indus 
trial School for orphan boys. “I began life as a poor boy, 
says Mr. Hershey. “As opportunities came I took them. 
I want these boys to have opportunities.” 

Such is the story of Hershey success, an old-fashioned in- 
dustrial idyll in the swirling, hectic, modern scene. Whic 
proves that the good, old simple virtues can win even 1 
these times of new ethics and changing standards of social 
and economic life. 
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Two men who have achieved success in different fields and held on to 


their gains during the Great Depression. 


One—Hershey—scored his 


triumph by plugging steadily along in good times and bad at the manu- 

facture of a dependable necessary of life. The other—Hockenbeamer— 

came in with the new age of public utilities. He won by new methods 
but, like the manufacturer, by infinite attention to detail 


HIS man Hockenbeamer, Augustus Frederick, out- 
T standing public utilities leader, as president of the 

Pacific Gas &@ Electric Co., dominates the utilities of 
northern and central California. He owes his high posi- 
tion, among other qualities, to courage—the sort of courage 
that presses on to the big objective regardless of passing 
adversities and losses. 

For example: He took a look at the Kettelman oil and 
gas field in 1929 when news began to 
get abroad of one of the greatest dis- 
coveries of a natural resource that had 
ever been made in an industry whose 
history abounds in magnificent revela- 
tions. Here stood Nature with a hitherto 
hidden store of natural gas that would 
lat 75 years at a depletion rate 
of 400,000,000 cubic feet a year. 
About one look was enough. Why 
compete laboriously with lavish 
Nature? 

Forthwith Hockenbeamer decided 
to substitute natural for artificial gas 
through the vast territory of the Pacific 
Gas & Electric Co. Natural gas was 
not only cheaper, but richer. But in- 
stead of hanging stubbornly onto the 
old rates for gas he slashed them, with 
resultant annual saving to customers 
of $8,000,000 which despite much in- 
creased use meant a large loss of cur- 
rent revenue. Moreover, he rushed 
out an army of service men to adjust 
every gas burner on the lines, so that 
every consumer got at once the full 
benefit of the new rates. No sorry 
story here, as in some less enlightened 
regions, of reduced rates, yet bigger 
bills and consumer wrath upon the introduction of 
natural gas. 

This procedure denotes another essential quality of a 
public utility executive—appreciation of the fact that a 
public utility is in a sense as much a public servant as any 
salaried executive of the civil service. Hockenbeamer hasn't 
a trace of the old-time executive whose conception of his 
job was to outwit the consumer and ignore the public 
point of view. Like any other faithful public employee his 
first thought is of honest and competent service. Doubtless 
he has a touch of sentiment about it, but it soberly appeals 
to him as the best route to profits. 

Note that the Pacific Gas & Electric Co.’s net revenues 
showed increases in 1929, 1930 and 1931. Expansion pro- 
ceeded just as if the world were not rocking in a howling 
business storm. 

When the big collapse came along Pacif.c Gas was inured 
to adversity because it serves a territory that is agricultural 
as well as industrial—and agriculture did not participate in 
the boom. To Hockenbeamer the depression has been just 
a little more of what he was accustomed to licking. 

It is not surprising that “Hock,” as his friends call him, 
is the Christopher Columbus of consumer ownership of 
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A. F. Hockenbeamer 


public utilities securities. This idea of getting the cus 
tomers to buy your stocks and bonds as well as your 
products was a great success, and was soon imitated every- 
where. It’s a great way of getting the public to see both 
sides of rate questions. A satisfied stockholder is apt to be 
a satisfied customer. California consumes about three times 
as much electricity per person as the rest of the country. 
But there is hope for the rest—as a whole the utilities are 
already about 14 per cent consumer- 
owned. 

Ability to get along with the public 
spared the P. G. & E. much of the 
friction that some other companies 
have encountered over the practice of 
directly merchandising electrical equip- 
ment. “Hock” established co-opera- 
tion with the retailers, and the 
California public smiled approval. 

This talent is to be credited for 
the comparatively little public opposi- 
tion to the march of Pacific Gas to 
a monopoly of electricity and gas 
distribution in northern California— 
in all the region of which San Fran- 
cisco is the undisputed metropolis. 
Hockenbeamer bought the Standard 
Gas & Electric’s California properties 
in 1927. 

But the culminating triumph of 
his career came in the spring of 1930 
when he signed a certificate to the 
North American Co. for 1,825,000 
shares of P. G. & E. common stock, 
thus uniting an operating giant and a 
holding colossus. At $70 a share this 
stood for 130 million dollars! 

In return for this imposing piece of 
paper the Golden Gate company took over the large 
properties of the Western Power Co., a subsidiary of the 
North American. Also, Hockenbeamer took on a plant 
and administration welding job of magnificent proportions 
and a flock of local problems. 

Hockenbeamer is both an artisan and an artist in finance. 
He can execute as well as dream. Give him a knotty 
problem, involving millions and bristling with obstacles, 
and he is supremely happy. Born in Logansport, Ind., 
he started out in life as a bookkeeper—more elegantly 
styled accountant—under L. F. Loree. Up to 1897, he 
served the Pennsylvania Lines, the Baltimore & Ohio and 
the Rock Island railways. Then he joined N. W. Halsey 
& Co. in the investment banking field, where he learned 
to look judicially at corporations through dividend 
spectacles. 

This firm was interested in Pacific Gas and the young 
“Dutchman” was sent to San Francisco to check up the 
position of the company. The checking up was so good 
that the company wanted it right along, and so he re- 
mained in San Francisco as comptroller of the company. 
That was in 1907, when he was thirty-six years old. Later 

(Please turn to page 502) 
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From an etching by Otto Kuhler. 


Courtesy, Schwartz Galleries. 


q One of the Darkest Spots in the 1931 Picture Is Clearing Up 


Railroad Recovery is On 
the Way 


What Is the Answer to Such Problems as Maturing 
Indebtedness, Wage Reductions, Earnings Recapture, 
Freight Rate Revision and Dividend Payments? 


By A. M. Saxotsxk1 


it was hailed as the most constructive congressional 

legislation in recent times. Its direct aim was to solve 
certain complicated railroad problems that had been grow- 
ing in size and in importance for over a quarter-century. 
The Act was expected to afford a means for adjusting 
freight rates so the carriers at all times would be permitted 
to earn a reasonable return of the fair value of their prop- 
erty, and thus assure the investment safety of securities 
of soundly capitalized railroads. The Act also proposed 
to eliminate state interference with railroad tates and rail- 
road financial policies. It provided, moreover, a scheme to 
relieve the railroads from the incubus of «perennial labor 
demands and labor union domination by affording a system 
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Wie=: the Transportation Act of 1920 was enacted 


of wage arbitration on a national scale. These objects were 
thought to have been on the way of attainment during the 
period following the World War. 

The carriers accepted the Transportation Act of 1920 
with general satisfaction and, after their properties were 
returned by the Railroad Administration, proceeded to 
put their houses in order. The physical condition of the 
properties was greatly improved. Administrative meth 
were bettered and, insofar as they were permitted by the 
union regulations, labor saving devices were widely i 
troduced. All this was decidedly beneficial to the railroad 
companies during the period of prosperity which came to 
an end in 1929. They handled a vast amount of traffic 
expeditiously and with profit. With greatly impro 
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physical facilities the “law of diminishing returns” on 
heavily increased trafic did not operate as it did prior to 
the entry of the United States into the World War. Ex- 
cepting a brief period in Florida, there were no freight 
embargoes, and net income increased more rapidly than the 
volume of traffic. 


Too Rapid Expansion 


But the railroad executives failed to use proper caution 
in their capitalization plans. They acted on the assumption 
of a continuous trafic growth at a constantly increasing 
gain. They launched upon elaborate schemes of intensive 
physical improvement. They bought properties and branch 
lines at inflated prices. They sought superior facilities as 
a means of meeting competition and attracting trafic. All 
this is well and good in times of prosperity. It would have 
not proven harmful to the carriers even in the present crisis 
had the capital employed for the purpose been obtained 
by the issuance of stock instead of by fixed interest obliga- 
tions. In consequence of reckless or injudicious financing, 
however, the very means by which a number of the Jeading 
railroad companies sought to strengthen their competitive 
traffic positions and increase their earnings, have today 
brought acute financial difficulties upon themselves. 

Take the Wabash as an example. Under the administra- 
tion of the late W. H. Williams, this carrier, when barely 
out of receivership and with impaired credit, put into effect 
an elaborate expansion program. In 1925 it purchased the 
Ann Arbor Railroad at a high cost. It also acquired the 
capital stock of the Lake Erie & Fort Wayne Railroad. 
It bought heavily into the Lehigh Valley and, in addition, 
in five years time it spent about $50,000,000 on improve- 
ments and betterments. All this was largely accomplished 
by selling bonds with inferior equity. Between 1924 and 
1928, inclusive, the Wabash issued $46,000,000 in bonds 
and, in addition, about $12,000,000 of equipment trust 
obligations. The heavy interest burdens thus incurred 
could be borne only on a basis of continuously increasing 
trafic, so that, when the depression came, the company 
was unable to meet these charges, and receivership was 
the inevitable outcome. 

The bankruptcy of the Sea- 


periods, investers generally do not look far ahead, and, in 
this case, were induced to believe that an inflated bubble, 
fostered by Florida land jobbers, would retain its gas forever. 

The failures of the Seaboard Air Line, the Florida East 
Coast and the Wabash furnish a remarkable object lesson 
in railroad investment. The present financial difficulty of 
the rail carriers is not entirely a question of traffic or of 
competition. The volume of traffic has always fluctuated, 
and in past depressions it has also fallen off heavily. More- 
over, it is not to be expected that railroads can reduce 
operating costs with the same flexibility as industrial con- 
cerns. The error of the carriers has been in their methods 
of financing—the heaping up of fixed charges on the basis 
of temporary and fluctuating earnings. 


An Opportunity Overlooked 


During the last stock market boom the railroad com- 
panies had a rare opportunity to improve their financial 
structures, but few took advantage of the opportunity. The 
temptation to obtain capital at relatively low interest rates 
is too great to permit financing through stock issues, even 
when shares may be conveniently sold. The stockholders, 
who control railroad policies, generally object to dilution 
of the stock capitalization. Moreover, American railroad 
companies have never adopted the plan of amortizing 
funded debt, as is done by the public utilities and indus- 
trials. They issue long-term bonds and thus create an 
immutable burden on current earnings. The Chicago, 
Burlington & Quincy is the only large railway system that 
has issued sinking fund obligations, and its present safe 
financial position and excellent capital structure are partly 
due to this sensible method of long-term financing. 

It is quite evident that one of the problems facing many 
railroads is the readjustment of their capital structures. 
This can be accomplished normally only by receivership 
and reorganization. But in view of the low market prices 
and the impaired equities of many second grade railroad 
bonds it may not be an impractical experiment, in the pres- 
ent railroad crisis, for refunding schemes to be accom- 
plished, whereby fixed charges may be reduced and rail- 
road shares represent something more than evanescent 

security values. 
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the recent Fifteen Per Cent Rate Case decision. Railroad 
rates cannot be based on any yardstick that is constantly 
changing. Rates, when once adjusted, moreover, cannot 
be readily changed without disturbing business conditions 
and freight movements, and the best way of arriving at 
rates is to permit the self-interests of both carriers and 
shippers to work out the problem by conferences and by a 
final settlement of differences through the arbitration of 
the Interstate Commerce Commission. 

It is, moreover, almost ridiculous for railroad security 
owners to look for a higher 


some restrictions placed upon them by both the labor unions 
and the national and state laws. The railroad brother. 
hoods, with their large quota of unemployed members, now 
feel the pinch of their selfish. policies. Through their “trade 
rules” they have reduced, rather than increased their em- 
ployment. There is little doubt that they will accept a 
general wage cut, but they will hold tenaciously to their 
aim to increase railroad employment. And they may suc- 
ceed to some extent in this object if they make it more 
advisable, from a financial standpoint, for the railroads to 
bear a larger wage bill rather 
than the increased interest 





level of freight or passenger 
rates. Rates must be adjusted 
to commodity prices and com- 
petitive regional markets, 
otherwise traffic may be lost in 
altering rates, since increased 
charges may result in lower, 
rather than higher net earn- 
ings. Certainly, with the pres- 
ent ample railroad facilities 
for moving a large amount of 
trafic, a greater volume of cs Her Bae 
transportation should be en- 
couraged rather than checked. 
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charges on the capital ex. 
pended for labor saving 
devices. 

A general lowering of 
wages, even though now lim 
ited to the unionized crafts of 
railroad employees—the non- 
union workers have already 
received substantial cuts—will 
go a good way toward restor- 
ing net earnings. The wage 
and salary bill of the Class | 
railroads in 1930 amounted to 
$2,366,563,066. This is more 








There are, moreover, many 
readjustments in railroad rates 
and in prevailing freight rate structures which should be 
made, and which, without affecting materially the volume of 
traffic, can produce greater railroad revenues. But these 
adjustments must be worked out gradually, by arrange- 
tents between the carriers, shippers and the Interstate 
Commerce Commission. A thoroughgoing revision of freight 
rates throughout the country should be undertaken with 
a view to enlarging railroad revenues as well as for the 
protection of established markets. 


Recapture 


The abandonment of “fair value” as a rate-making base 
will undoubtedly lead to the repeal of the “Recapture 
Clause” of the Transportation Act. This provision of the 
law, which confiscated a part of the “excess earnings” of 
railroads above 6 per cent on the “fair value” of their 
properties has been a bugbear to the Interstate Commerce 
Commission. Very little in the way of excess earnings 
has been collected, and the difficulty experienced in 
assessing the amount due from the various companies has 
already led to a recommendation by the Commission that 
the “Recapture Clause” be repealed. If this recommenda- 
tion is carried out by Congress as seems likely, it will cer- 
tainly be a bullish factor in the case of the financially strong 
companies, such, for example, as the Norfolk & Western, 
the Chesapeake & Ohio, and the Union Pacific. The in- 
centive to economies and efficient management will once 
more be established on a firm basis, and executives of the 
leading railroad companies need no longer seek to apply 
large funds in unnecessary capital expenditures, merely to 
increase the physical values of their properties, to avoid 
the recapture of a large share of their net earnings by the 
United States Treasury. 

The problem of reducing operating expenses is not so 
difficult of accomplishment as that of increasing the charges 
for railroad services. The railroads, as a whole, have made 
wonderful progress in labor saving devices and improved 
administrative methods but at cost of a heavy increase in 
fixed charges. Before the war, railroad wage earners num- 
bered about two million and a half; today they are less 
than a million and a half. And the number can be still 
further reduced if the carriers were relieved of the burden- 
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than 50 per cent of total 
operating expenses, including taxes, of $4,412,318,097. 

Approximately one-half of this item is affected by the 
wage negotiations which the railroad chiefs and union 
leaders have just successfully completed at Chicago. The 
amount which the railroads will save this year on the 10 
per cent wage “deduction” agreed to by the unions for one 
year only is variously estimated as from $150,000,000 to 
$2 15,000,000. 

Moreover, it should be borne in mind that many of the 
wage cuts imposed on non-union railroad employees came 
late in 1931, so that the full effect of this saving will be 
felt this year. The total wage saving will trickle down to 
net earnings and, where interest charges on funded obliga- 
tions are met, will become available for stockholders. This 
should mean something like a 100 per cent increase in 
stockholders’ equity in earnings. For some railroads it will 
mean the difference between solvency and bankruptcy. In 
conjunction with the pooling of some $100,000,000 to 
$125,000,000 obtained from higher freight rates granted 
by the Interstate Commerce Commission in the emergency, 
the 1932 wage savings should substantially bolster railroad 
credit, provided the traffic decline grows no worse. 


Meeting Competition 


But reduction in the wage bill, like higher freight rates, 
is not the solution of the railroads’ financial problem. The 
railroads, as in the past, can no longer look forward to 
constantly increasing trafic. Other te of transporta- 
tion will absorb the natural increment in the movement 
of goods and persons arising from population growth. It 
is useless to try to check the competition where it is able 
to perform the service cheaper and more efficiently. It was 
attempted in the old canal days when railroads cut into 
the business of the older transportation facilities, but the 
railroads won out because of their superiority. Pipe lines, 
airplanes, trucks and buses will continue to compete with 
the rail carriers, but unless they are subsidized and un 
controlled, as at present, there is no immediate prospect 
that they will put the rails, locomotives and cars on the 
junk heap. 

The most lucrative traffic to the railroads in the future 
will be the high grade, valuable or perishable goods, which 
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require quick and efficient transportation for marketing. 
Foodstuffs and similar products requiring long hauls with 
refrigeration, heating and other special services, will con- 
tinue to advance in importance as sources of rail traffic. 
Moreover, heavy commodities, though not gaining in vol- 
ume or importance, also are served best and cheapest by 
the railroads. Ton-miles may decrease but the rate per 
ton-mile should advance. In the end, it will be found most 
eficient for the rail carriers to co-ordinate their services 
with those of other carriers specializing in short hauls and 
so evolve into great systems offering all types of transpor- 
tation. Progress has already been made along these lines 
and unless Congress interferes, as it has already done in 
the co-operation of rail and water carriage, the benefits 
will accrue equally to the railroads, shippers and the gen- 


eral public. 
Railroad Consolidation 


During the last decade there has been a great deal writ- 
ten and planned but little accomplished, in the way of rail- 
road consolidations. Congress in the Transportation Act 
of 1920 led the public to believe that a proper division of 
the railroads of the country into a limited number of com- 
peting systems, each equally sound financially, would fur- 
nish a factor of safety for railroad security owners and 
give cheap and efficient transportation service. With the 
assurance based on this legislation, the public has invested 
and speculated in railroad securities. The old methods of 
judging railroad security values were displaced. Instead of 
investigating traffic and earnings prospects, or accomplish- 
ments in economies and efficiency of operations of in- 
dividual railroads, security statisticians and analysts have 
devoted their attention largely to guesses or prognostica- 
tions regarding probable consolidations of railroad lines and 
the position of present roads therein. 

The evil was even more far reaching. The carriers them- 
selves, in order “to beat the gun” on the Interstate Com- 
merce Commission, recklessly bought up the shares of other 
railroad companies they wished to control. Thus, the Balti- 
more & Ohio bought control of the Western Maryland; the 
Nickel Plate bought the Erie; the Chesapeake & Ohio 
bought the Pere Marquette; the Wabash acquired the 
Lehigh; the Missouri Pacific 


the wasteful competition among the railroads themselves, 
particularly the competition between the weak and strong 
systems. Railroad services and railroad facilities in the 
United States are excessive. Consolidations, to be effective, 
must cut down both. Unprofitable and unnecessary rail 
lines should be abandoned. Competitive passenger trains 
and special free freight services, which result in financial 
loss to the carriers, should be discontinued. It is a fair 
guess to say that at least 50,000 miles of railroad branch 
lines could be torn up and discontinued without serious in- 
convenience to shippers or the traveling public, but with a 
substantial gain to the railroad companies. Get rid of these 
“sucker,” branches, as the late E. H. Harriman called them, 
and the railroads will show greater net earnings. 

Altogether, there are bright spots in the railroad outlook. 
One of the sorest spots in the economic scene of 1930 shows 
some promise of being relieved. Wéith reduced operating 
expenses, with a flexible wage bill, with sane financial 
policies, all of which are in the offing, and with a return to 
normal traffic conditions, the old time earning power of 
the rails will be restored. Of course, some may have to 
undergo reorganization to accomplish this end. The Re- 
construction Finance Corporation will probably assist 
sound companies in meeting heavy bond maturities during 
the present depression, but it is doubtful whether such 
assistance will be rendered to the railroads whose present 
or prospective earnings are insufficient to meet their heavy 
fixed charges. The investor should therefore exercise cau- 
tion in purchasing into only those companies which can 
live through an extended period of business depression. It 
will be quite some years before net earnings will again be 
restored to the figures of the last decade. 


Dividends? 


The serious problem facing the owners of railroad invest- 
ment stocks is the probable forthcoming dividend reduc- 
tions. More than seventy dividend reductions were an- 
nounced in 1931, and it is quite likely that several more 
are in the ofing. The payment of dividends is not only a 
question of net earnings but of the cash position of the 
companies. Net earnings are made known but information 
regarding cash resources and current indebtedness are kept 
from the shareholders until 
the annual reports are issued. 





purchased the Texas and 
Pacific and the Pennsylvania 
bought into the Seaboard. 
Extravagant leases of connect- 
ing lines were also made. In 
most cases the purchasers and 
lessees have suffered severe 
losses. The present market 
values of the properties they 
acquired are mere fractions of 
the purchase cost. The most 
unfortunate circumstance for 
many security holders is that 
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However, the working capital 
position of several of the com- 
panies may be readily sur- 
mised from their last annual 
reports and from the amount 
of improvement work being 
done on their properties. It 
appears that only a few of the 
leading carriers that have not 
already made deep cuts in 
dividend disbursements will be 
able to maintain their regular 
rates. Union Pacific, with its 
heavy decline in investment 








capitalization—mostly in the 
form of fixed interest obliga- 
tions. Consolidations thus far, therefore, have resulted 
almost disastrously to present railroad security owners, and 
have not benefited the public one jot. 

Yet, what of the future? Will consolidation help to re- 
store railroad credit? Will it give to sound railroad securi- 
ties the confidence the investing public formerly placed in 
them? Although it may be stated with some degree of 
certainty that mere consolidations, however, judiciously and 
scientifically worked out, will not be the cure-all of the 
Present railroad ills, they will go a great way in eliminating 
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income in 1932, its reduced 
net earnings, and its relatively small supply of cash in 
relation to current indebtedness, may be expected to cut its 
dividend rate on common shares. The same policy may be 
followed by the Atlantic Coast Line and the Louisville & 
Nashville. Pennsylvania and Reading may also find it 
necessary to make further cuts and Northern Pacific, Great 
Northern and Chicago & Northwestern may become non- 
dividend payers. Norfolk & Western and Chesapeake & 
Ohio, in view of their net earnings offsetting dividend re- 

(Please turn to page 504) 
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HE 1932 Dividend Forecast of THE MAGAZINE OF 
WALL STREET, the first part of which is herewith 
presented, is of unusual, perhaps unprecedented, in- 

terest to investors because no year has ever opened with 
greater uncertainty as to the corporate earning prospects on 
which payment of dividends depends. 

It is easy for one to assume, almost unconsciously, that 
a dividend which he has been receiving for years, and re- 
ceived throughout the difficult year 1931, is safe. We 
have reached a level of depression, however, at which the 
dividend of almost no corporation can be taken for granted. 
As far as it goes, a long record of continuous dividend 
payment is to some extent reassuring. It gives a company 
an inducement to maintain its record as long as possible. 

But dividends, after all, are secondary to earnings and 
should be go considered at all times. The tendency of the 
average corporation in the early months of this depression 
was toward excessive liberality in the hope of stimulating 
public confidence. Although company after company has 
since been forced to omit or reduce such payments, in a 
great many instances dividends paid in 1931 were in ex- 
cess of earnings, with the result that surpluses built up 
in good years were extensively drawn upon. A large num- 
ber of companies are continuing to pay dividends in excess 
of earnings. 

Such a policy raises a serious investment problem. In 
theory it is sound and proper to use the excess earnings 
of good years to pay dividends in depression, yet it is now 
clear that business in general in 1929 had not specifically 
prepared itself for this contingency. The controlling factor 
is not “surplus,” which in many cases includes 
heavy reinvestment of earnings in plant, but cash 
and marketable securities. In using such liquid 
resources for dividend disbursements many com- 
panies have been influenced too much by a mis- 
taken judgment that the depression would 
quickly end. 

Whether business recovery sets in soon or 
not, it is probable that its progress can only be 
slow and that only the exceptional corporation 
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will have larger profits in 1932 than in 1931. Under these 
circumstances scores of the dividends which now exceed 
earnings have yet to be scaled down or omitted and the 
safest rule for the investor is to rely only upon such divi- 
dends as are clearly being covered by current earnings. 

The picture, however, is by no means as black as it 
would seem upon superficial examination. In declining 
more than 80 per cent from the quotations of 1929, stock 
prices have gone far toward discounting the worst that can 
happen to dividends. Often the final elimination of a divi 
dend will mark completion of a stock’s decline and in- 
vestors who sell then will be retiring at the bottom. 

In each case investment decision necessarily must be 
determined by individual considerations. One who is de- 
pendent upon dividends for a living income must, obviously, 
confine his commitments as far as possible to safe issues. 
Others will do well to think twice before disposing of essen- 
tially sound stocks after more than two and one-half years 
of deflation. 

- Both long-term investors and speculators also will find 
it wise to remind themselves that the omission of a divi 
dend may be bullish, rather than bearish, in its real implica 
tions, since it tends to strengthen the financial position of 
a company and to increase its chances of surviving the de- 
pression. 

In this feature railroad dividend prospects are presented 
without introduction, the rail outlook being thoroughly cov- 
ered in a special article on preceding pages. 

Each forecast in the following tables is accompanied 
by an investment rating indicating the prospect of 
an industry and the company’s position in 
that industry. 

Thus A indicates “strong position; favor 






on developments”; and D; “depressed; no neat’ 
by signs of improvement.’ The numerals 


designating a company’s oc in its ae 
“good”; 3, “fair”; 


a 9 able prospects’ *; B, “fair position; improving 
trend”; C, “uncertain position; prospects hinge 
5 
‘ 


indicate: 1, “excellent”; 


and, 4, “doubtful.” 
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Position of Railroad Common Stocks 





Earned per Share Price Range 
——A~— -——1981—_—.,__ Recent Divi- Yield Market COMMENT 


Railroad pa call 
= 1980 A1981 ‘High Low Price dend % Rating 





Has becn liberal dividend payer in the past, but 
Alabama Great Southern - $12.01 Nil 92 26% 27 4.00 14.8 C-2 drastic decline in earnings beclouds outlook. 
Siould have little difficulty in maintaining the new 
Atchison ssecsbecee Le 6.25 203% 19% 87 6.00 6.9 C-1 $6 dividend rate. 
Even recently inaugurated $4 basis not belng covered 
Atlantic Coast Line 7.58 8.00 120 25 36 4.00 11,1 C-2 by current earnings and continuance therefore doubtful. 
Passing of dividend was probably a constructive action 
Baltimore & Ohio ......... Kees. “ae 1,10 871% 14 19 sie ine C-1 trom long-term standpoint. 
Should do somewhat better in the near future but 
Bangor & Aroostook . 2.67 66% 18 22 . . C-2 maintenance of the present dividend is doubtful In 
view present earnings. 
Only one preferred issue is on a dividend paying basis. 
Boston & Maine .........++. coe 4.02 66 10 13 neoes 5 Sas Outlook docs not favor early resumption on common. 
With any betterment at all the new $1.25 rate ought 
Canadian Pacific .......ceee002 2.49 45% 14 4 to be secure, 
‘. While $8 a share was paid last year, decision by board 
Central R. R. of New Jersey... 10.29 230 70 bese States on future policy deferred. 
‘. One of the few ra:lroads which is covering comfortably 
Chesapeake & Ohio ....... cove «68S 5 . . regular dividend. 
. . Large dividend accumulations on the preferred make 
Chicago Great Western ....... Nil thy oe oe common radical speculation. 
a " Well situated financially, but last year’s operations 
Chic., Mil., St. Paul & Pac.... Nil tee tere cut into working capital to some extent. 
Was obliged to break a more than half century record 
of dividend payments on the common and preferred. 
Near-term resumption unlikely. 
Passing of dividend on both preferred issues will result 
Chic., R. I. & Pacific .. . eee sees in zee:mulations to detriment of common. 
The passing of the dividend adversely affects the Bur- 
Colorado & Southern . tees cece lingion and through the latter the two Northerns. 
Decline in earnings suggests the possibility of mode- 
Delaware & Hudson . . ° * rate revision of the regular $9 rate. 
Div dend resumption depends upon an upturn in 
Delaware, Lack. & Western.... . . tees tees earnings. 
Payments on the common appear remoie at the present 
time. 
Business will have to improve to warrant the main- 
t'nanre of even the present reduced rate. 
Z z Earnings far below fixed charges make disbursoments 
Gulf, Mobile & Northern tee tee on the common remote. 
: Estimated to have failed to earn fixed charges last 
Illinois Central Stich e acai souk year. 
Disbursemcnts on the common depend upon an In- 
crease in traffic. Current financial position reason- 
ably good. 
Paid $2.12 a common share last year before pass- 
Lehigh Valley R. R. .......+.. eee tree ing dividend. 
Dividend reduced from $7 to $4, but even latter Is 
Louisville & Nashville ...... nel not being earned. " , 
Fixed charges estimated to have been covered comfort- 
Missouri-Kansas-Texas .. 3.01 Ser «aes ably last year, but payments on the common are not 
a near-term prospect. 
Common dividends remote. La aecumutati on 
Missouri Pacific .........+e.0+ 3.77 mie aise preferred. rs NES: SERENE IALERS 
Ought to be among the first roads to resume payments 
New York Central R. R. . 7.21 eee sees should general business improve materially, 
N. Y., Chic, & St. Louis....... 6.62 i Te ceee Has been hard hit. Dividend on the preferred passed. 
Moderate upturn in traffi | i. 
N. Y., N. H. & Hartford...... 7.33 A iatgis nas dcnd pone cones ee 
: Exeellent comparative showing. Disbursements on the 
N, Y., Ontario & Western...... Nil . . *e common, however, unlikely In near future. 
Paid th 1 y 
Norfolk & Western ........... 21.97 La eee 
Special subsidiary dividends raise earnings. Traffie 
Northern Pacific ..........00.. 6,96 must improve materially to warrant continuance of 
present rate. 
Pennsylvania R. R, 5.98 E R . Ev n the present reduced rate not thoroughly secure. 
Pere Marquette 1.84 4 satee Sees Estimated 1931 earnings far below fixed eharges. 
° Dividend: n 
Pitts. & W. Virginia ......... 4.76 a/acere tee shisments. anteater edismpnetadie si 
Last year’s earnings hardly warrant the payment of 
EE eee 4.04 ’ even the present reduced rate. 
‘ Resumption of dividend payments on the common 
St. Louis-San Francisco . 4.08 tee eee cannot be expected in near future. 
; Passed preferred dividend a year ago. Only slow re- 
St. Louis-Southwestern ........ sees sees covery probable. 
2.50 fi A further redvetion by no means a remote possibility. 
Nil acaba elias Recently passed the regular dividend on the preferred. 
Early resumption of common dividends likely with 
2.21 100 ces — moderate traffic improvement. J 
* i Last year’s earnings do not fully reflect decline in 
nion Pacific . . 9.50 205% 5 . non-oprrating income, for much of this was not re- 
Grced until latter part of year. 
Wabash . Nil 26 % wea POTS Road in rec ivership. 
li 
Western Maryland ’ Nil 19% 5 oF S oer totaling some $95 accumulated on the first 


Western Pacific ' Nil 14% 1% seins Kes Pavm nis on the common appear very remote. 






































Chic. & Northwestern ......... 





























Kansas City Southern ......... 
















































































A—Estimated or based on preliminary reports. *—Plus extras. 
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F all the major divisions of industry, the public utili- 
QO ties have been least affected by the present depres- 

sion. The gross revenues of the major services, elec- 
tricity, gas and telephones, are running but very moderately 
below those of the boom years. Yet, the small decline has 
brought out some startling weaknesses. There have even 
been one or two important receiverships. The solution to 
this paradox is to be found in the fantastic capitalizations 
under which some of these companies 


Utility Dividends Safer Than Most 


Market Registers Sharp Distinction 
Between Holding and Operating Companies 


the common shares of holding companies with all their 
leverage would make a superior commitment to an operat- 
ing company despite the less favorable near-term outlook. 
While this is theoretically true, such a policy would be the 
more speculative. Moreover, there are other factors to be 

taken into consideration. 
The most important of these at the present time has to 
do with the chances of survival. It was a shock when the 
American Commonwealths Power Corp., 





have operated and the market is now 
distinguishing very sharply between hold- 
ing and operating organizations. 

The distinction is justifiable in many 
instances. The total output of electrical 
energy during 1931, for example, was 
only some 4.2% below that of the pre- 
vious year and slightly more than 5% 
below that of the banner year 1929. The 
decline was solely in the industrial divi- 
sion, for domestic sales during 1931 were 
materially ahead of the two previous 
years. Under these conditions, the gross 
operating revenues of the electric com- 
panies cannot at the most be running 








a $200,000,000 holding company, failed. 
As pointed out in the previous issue of 
this magazine, it collapsed because it could 
not meet certain subsidiary notes when 
due and without prophesying failure for 
any company one cannot help but see 
that there are others with obligations to 
meet by new temporary loans or new 
financing. 

It may be difficult to do this. Indeed, 
it is quite conceivable that a company 
might fail while still paying dividends 
on its common stock—and what is more 
still earning them. This is a peculiar 
situation, for normally, the continuance 
of dividends depends solely on earnings. 








more than 10% below those of a year 
ago and a 5% decline is the more prob- 





There is finally the political aspect. 
Agitation for some measure of Federal 








able. This: is clearly insufficient to en- 
danger the conservative dividends paid 
by most operating companies on their common stocks. 

Such a decline, however, will make a material difference 
to those holding companies which, in the corporate sense, 
are far from the operating properties. Indeed, in some in- 
stances less than 5% of the gross revenues of the operating 
companies are applicable to the junior shares of the ulti- 
mate holding company and under these circumstances per 
share earnings on the latter can be negligible at best. 

It is “leverage” which worked so well when gross was 
steadily increasing that is now casting serious doubts upon 
the ability of certain companies to continue paying their 
regular dividends. This is the very crux of a utility divi- 
dend forecast at the present time and to form a general 
rule, which of course is subject to exceptions, it may be said 
that regular payments on the junior equities of utility 
operating companies are in the main, reasonably assured 
while in the case of holding companies each must be con- 
sidered on its individual merits. 

Such a generalization, however, is only applicable to the 
near term prospect. Looking further ahead the outlook is 
for further growth, although it is quite likely to be less 
rapid than in the past decade. The gas and electric companies 
are making every effort in their power to promote the sale 
of domestic appliances of all sorts and so far they have 
been remarkably successful. Moreover, there are prospects 
for expansion in railroad electrification and highway light- 
ing. Even industrially the peak of electric consumption is 
probably far away. 

In all fairness it should be pointed out that if this ex- 
pansion is to take place it might logically be contended that 
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control of the public utilities, which was 
such a live question a year ago, has seemingly died down. 
It is, however, more dormant than dead, for it merely hap- 
pens that Congress has been busy with matters of greater 
importance. While little change in the present situation 
can be expected within the next six months or a year, the 
question surely must again crop up and it is something 
which despite its remoteness must not be forgotten in ap 
praising the prospects of the utilities, particularly holding 
companies. 

While unfavorable capitalizations, the prospect of finance 
ing difficulties, coupled with an underlying fear as to 
future political moves have all contributed their quota to 
the drastic declines recently registered by utility common 
stocks, they do not wholly account for the comparatively 
low levels now prevailing. There has been a material 
change in the basis of evaluation. The common stocks of 
strong operating companies are no longer priced around 
thirty times their annual per share earnings. The new 
basis seems to be between ten and twelve times these earn 
ings with less strong companies selling proportionately 
lower. This is obviously more favorable to an investor 
despite the weaknesses which have made themselves ev 
dent and it is now possible to make a true “investment 
in this division of industry which will afford a satisfactory 

ield. 
ss But whether this be the object of one’s purchase or 
whether speculation be the object, the fields offering the 
greatest opportunities at the present time would appear 
be electricity, manufactured gas and telephones. Natura 

(Please turn to page 502) 
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Position of Public Utility Common Stocks 


Earned per Share Price Range 

OF OCO1981——, Recent Divi- Yield Market COMMENT 

1930 1931 E High Low Price dend % Rating 

American Power & Light...... $3.20 2.40 64% 11% 14 1.00% 7.1 B-1 Earnings slump sharply, but the rogular dividend 
seems reasonably assured. 


American Tel, & Tel.......... 9,22 , e 1 r B ‘s Despite talk to the contrary, appears unlikely that 
—_ vache 118% _— _ — at present $9 dividend will be reduced. 


A reduction not impossible in view of the reduced 
23% 27 3.00 B-1 earnings. Industrial revival, however, may make such 
a move unnecessary. 





Company 











American Waterworks ........ 3.10 2.65 80% 





American & Foreign Power..... 51% 6% dee ee c-1 Large bond maturities this year lend obscurity to the 
outlook. 


* Even present reduced earnings are ample to cover the 
American Gas & Electric....... 97% 82% B-1 conservative eash dividend. A reduction in the stock 
payment would also seem unlikely. 








Associated Gas & El, ‘‘A’’..... Sharp slump in earnings necessitated passing of cash 
wien 8% he disbursements. Company expanding. 


69% Dividend well covered, no reduction expected, 





Brooklyn-Manhattan Transit.... 





Brooklyn Union Gas .......... Solid investment stock now available around best levels 
in a long time. Dividend appears thoroughly assured. 


Cities Service .......... pe hawew Some reduction In per share earnings. Company, 
however, still growing. 


: The sharp drop in earnings and desire to conserve cash 
Columbia Gas & Electric ...... . pried have resulted in the company paying common dividends 
in preferred stock. Will later resume cash payment. 


Commonwealth & Southern..... Cutting of the dividend in half will probably make 
further reduction unnecessary. 

Con. Gas, El, Lt. & P, of Balt. Strong, well managed company showing consistent 
growth. Dividend considered secure. 


‘ Now attractive on a yield basis as a business man’s 
Consolidated Gas of N. ¥...... investment. It may, however, be some time before 
dividend is increased. 




















Electric Bond & Share......... Outlook obscured by prospective financing of sub- 
sidiaries, but will probably continue stock dividend. 


Electric Power & Lt........... i Was recently obliged to refinance in connection with 
. United Gas. Dividend coverage reduced. 
While earnings have declined somewhat, continuance 


General Gas & Elec, ‘‘A’’...... i of the present dividend, In present form, appears 
probable. 











Company fell somewhat short of earning the regular 
Hudson & Manhattan . rate for last year. Under these conditions a reduc- 
tion is possible, 


Possibility of dividend remote on present 5 cent fare. 





Interborough Rapid Transit.... 





: Subsidiary of International Paper & Power. Execes- 
Intern’l Hydro Electric ‘‘A’”’.... A sively high yield must be considered a danger signal 
despite good earnings. 
The — feeling of ae over a oe 
: has probably been a greater factor in the decline of 
International Tel. & Tel....... the company’s stock than the actual reduction in 
sarnings. 
Louisville Gas & Elec, “‘A’’.... Dividend well covered. Yield at present prices more 
than ordinarily attractive. 
Prospective necessary financing in the near future 
Middle West Util.............. overshadows present earning power. 
National Power & Lt.......... 1.60 Good margin of earnings over regular dividend rate 
makes prospect of reduction remote. 
Company expanding rapidly. Issue may be considered 
New York Steam ......++.++00 8.75 attractive minority stock for long term holding. 
Present dividend being covered by only moderate mar- 
5% gin. Company, however, would do much better with 
only small industrial improvement. 
i While there has been some reduction in earnings, 
North American 3.60 26 F = expected to continue to pay usual 10% stock 
ividend. 
Company has done well in the present depression. Good 
Pacific Gas & Electric . 2.75 2956 margin over regular dividend. 
Pacifio Lighting .......cc.secs 4.46 35 Dividend well protected. 
Peoples Gas, Lt. ee Earnings hold up well under the circumstances. Present 
‘ & Coke as 10.95 107 dividend expected to be maintained. 
Publi Serve of We Fovvsacces 4.06 10% ee 
Southern California Edison..... 2.55 eee 
Standard Gas & Electric 4.00 25% Dividend being covered but common equity small. 
’ Considerably reduced earnings are expected for the 
United Corp. ‘ 0.75 1% F 8.3 present year. A dividend reduction probable. 
; Expect no reductio | 
United Gas Improvement...... 1.64 1.45 15% 6.7 i 
j ; Earnings fall sharply. H 
United Light & Power “A”’.... 2.01 1.20 84% 5% 14.3 ie. 
abe. Ownership of extensi 
Utilities Power & Lt, “A” 4.08 3.10 31 % 9 2.00 22,2 Mittin naa 
Ty ps 
Western Unies... seeciossss O80: O08 OO a Qe ee ee Se oe a 
a 12 months ended June 80. b12 months ended September 30. 0 Six montlis ended December 31. 
Plus extras. s Payable in stock. ; 
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Niagara Hudson Power 0.45 












































E—Estimated or actual, 


























Moderate Improvement Anticipated 
for the Automobile Industry 


of automobiles. For the first time in the history of 

the industry production declined for two successive 
years. The number of cars produced in the United States 
and Canada during 1931 was some 30% below that of 
1930, which in turn was more than 37% below the pro- 
duction of the banner year 1929. It is necessary to go back 
ten years before finding as low a level of activity as pre- 
vailed in 1931. 

Under the circumstances it is hardly surprising that 
deficits were the rule rather than the exception and that 
as a result many dividends were reduced or passed al- 
together. 

The very fact, however, that last year was an excep- 
tionally black one provides the basis for moderate hopeful- 
ness. If production during 1931 was some 30% less than 
in the previous year and the number of cars registered at 
the end of the year was only about 4% lower than the 
number registered at the end of 1929, it follows that the 
average car in the hands of the public is now an older and 
more obsolete one than was the case a year ago. 

It must be remembered, however, that the cars which 
have been produced in the past few years have a much 
longer life than those produced prior to this period and 
many persons are seeing the folly of exchanging a per- 
féctly good automobile as such for one which merely hap- 


AST year was a disastrous one for the manufacturer 


pens to be new and possesses in consequence a number of 
minor refinements. 

Nevertheless, there has undoubtedly been a net decline 
in the total unused automobile mileage in the hands of the 
public during the past year. This must eventually be re- 
placed unless we admit that the ownership of automobiles 
in the United States is to attain a permanently lower level. 
Of course, it is not impossible that this is what the future 
actually holds forth, for undoubtedly during the boom years 
many persons ran automobiles who, by any conservative 
manner of reasoning, could not afford to do so. With re- 
turning sanity many of the group who have been obliged 
to give up their cars in the last two years will wait to attain 
a ceouiady sound position before attempting a similar 
experiment with an expensive piece of mechanism again. 

In addition to the threat to the industry contained in 
the possible refusal of a large number of persons to sacri- 
fice their all for a car, there is the threat of prospective 
taxation which may solidify this attitude. The automobile 
is already taxed from many quarters. There is first of all 
the present gasoline taxes which are estimated to add some 
$500,000,000 yearly to the cost of running the country’s 
motor vehicles. Then there are the license fees which add 
more than $350,000,000 to the bill. Finally there is the 
personal property tax which adds about $125,000,000 more. 
Now the Federal Government is proposing to impose a 








Position of Motor Common Stocks 





Earned per Share 
cme: 


Price Range 
——, 98 
1931 


1— 
Low 


1930 High 


Recent Divi- 
Price 


Market COMMENT 


Rating 


Yield 


dend % 





$5.43a 17.64a 29514 84% 


182 


4* 3.0 C-2 Company is in position to pay materially larger divs. 





0.855 =: 5%—ié«izG 


13 


While there was a gratifying increase in earnings last 


vias year, margin over dividend is still not large. 


1 7.7 





2.01 48 21% 


General Motors 


20 


Some reduction in present dividend quite probable, 
although the company is premier organization in the 


15.0 
field and is making efforts to diversify.-- 


C-1 





Graham-Paige Nil b 6% 1% 


Dividend payments are unlikely in the near future. 





Hudson Nilb 26 


Would oecasion little surprise if the dividend was re- 
duced. 





Nil b 3% 


4 


Resumption of dividend payments unlikely this year. 





Nil b 12 


12 


Strong financially, but the continuance of the present 
d'vidend depends upon an upturn in earnings. 





0.400 15 


17 


In strong financial position, but earnings must im- 
prove to warrant the payment of present rate for any 
lenoth of time. 





0.001b 38% 


4 


Dividend not being earned. 





Nilb 


3 


Material improvement needed before present dividend 
can he considered safe. 





1,09b 


Excellent comparative showing, but earnings indicate 


os little margin over present regular dividend. 





Nil d 


Company’s business will have to improve materially 
before the resumption of dividend payments can rea- 
sonably be expected. 


C-2 





Willys-Overland Nil b 8 


Dividend passed on cumulative preferred makes pay- 


C-3 ments on the common more remote than ever. 








Yellow Truck .....,... 0.08 Nilb 15% 


Large accumulation of back dividends on preferred 
must be cleared away before the common ean expect 
anything. 


C-3 





a Year ended November 30. b9 months ended Sept. 30. 


* Plus extras. 
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¢3 months ended Feb. 28. 


————— TN 


46 months ended June 30. 
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sales tax of 5%; many states have recently increased their 
line taxes and others intend to do so. 

The point has about been reached where it is no longer 

ible to offset the increased cost of running automobiles 
due to taxes by smaller initial cost, longer life and more 
economical consumption of gasoline and oil. Any material 
increase in taxation from here will raise the real cost of 
automobile ownership and this can hardly have other than 
an adverse affect on sales. 

These adverse influences, however, apply more to the 
distant future than to the near term. They do not alter 
the contention that the automobile industry as a whole 
ought to enjoy a somewhat better year in 1932 than was 
experienced in 1930. But the extent of the betterment will 
depend almost solely on general conditions. With business 
and unemployment as they are at the moment except for 
seasonal variations, the automobile industry for the present 
year might well report but negligible improvement. On 
the other hand, only slight abatement of the depression 
might well bring forth much more favorable results in this 
field. 

At any rate whatever the present year holds in store in 
regard to the number of automobiles produced and sold, 
it must be pointed out that the industry has materially 
strengthened its internal position. All kinds of operating 
economies have been put into effect, there has been the 
greatest effort made to increase dollar values, inventories 
have been held to a minimum, while financially many com- 
panies are in an extraordinarily strong position. Inciden- 
tally it was one of the curiosities of the stock market last 
year that the stocks of a number of automobile companies 
sold below their net current assets, leaving nothing for fac- 


tories, inventories, or the value of the organization as a 
going concern. Even now there are several valued at but 
little more. 

Turning to the automobile accessories, this division is so 
inextricably involved with the automobile industry that 
almost anything which applies to the latter also applies to 
the former. The prosperity of both will ebb and flow 
together, but with this important difference. The better 
automobile accessory companies ought to show a smaller 
variation between prosperity and depression than the auto- 
mobile industry proper. In the first place the replacement 
business of the two divisions is not quite the same, for the 
automobile industry is almost at the stage where the sale 
of a new car depends on the serapping of an old one, where- 
as any scrapped car has already been the source of con- 
siderable income to the accessory companies. The old car 
wore out several sets of tires, brake linings, perhaps a bat- 
tery or two, while the cylinders might easily have been 
rebored and new pistons and rings fitted. In the second 
place many accessory companies have outside interests and 
this tends to stability. 

While diversification is usually a valuable attribute to 
any individual company, it is impossible to generalize upon 
the dividend prospects of a group of companies having so 
many and varied interests. It may be said, however, that 
the accessory companies on the whole do not have the 
financial strength of the automobile companies and that for 
this reason dividends are more likely to fluctuate directly 
with earnings in the case of the latter. A number of auto- 
mobile companies on the other hand have paid unearned 
dividends during the past year and may continue to 
do so. 








Position of Motor Accessory Common Stocks 





Price Range 


-——1931——, 
High Low 


25% 12% 


Earned per Share 
—— 

1931 

$0.85a, 


Recent Divi- COMMENT 


Price dend 
16 1,00 


Market 


Company Yield 
% 





Rating 
B-2 Company doing better. Present dividend reasonably 
assured. 


Reduction in earnings lessens assurance as to the 
maintenance of present dividend. 


Unlikely to report earnings sufficient to cover dividend 
for last year. 


Bendix Aviation 6.3 





Borg-Warner 0.878 30% 9 10 1,00 10.0 B-2 





0.54a 1% 8 1.00 12.5 C-1 


1% 2 cece see C-3 


Briggs Manufacturing 





Dividend payments unlikely in the near future. 
Company is doing comparatively well. No reduétion 
in present dividend expected unless earnings slump 
unrxnectedly. 

Present conservative dividend is being earned and may 
he considered reasonably safe. 

Strong company, but some reduction of the dividend 
is by no means outside the realm of possibility. 
Company doing extraordinarily well under the circum- 
stances. No reduction expected unless situation be- 
comes materially worse. 

Doubtful whether company can resume dividend pay- 
ments in the near future. 


Strongest factor in the field. 
dend fairly safe. 

Company will probably be in no position to resume 
dividends in the near future. 


Earnings off badly. Reduction of the present dividend 
not unlikely, 


Hard hit. Maintenance of the present dividend rate 
depends upon an improvement in business. 


Resumption of dividends unlikely in the near future. 


Business and profits up materially. Could pay more, 
and may do so. 

Resumption of dividends question of business improve- 
ment. 

Full year earnings may not cover dividend, but busi- 
ness would only have to improve slightly in order to 
assure its continuance. 


E. G. Budd Mfg. Co Nila 





Bohn Aluminum 2.59a B-1 





Eaton Axle & Spring Cc-3 





Electric Auto-Lite B-1 





C-1 





C-2 





1,060 C-1 Present reduced divi- 





Houdaille-Hershey B 0.10a C-8 





Marlin-Rockwell 0.038 0-2 





Motor Wheel Nila 0-8 





Murray Cerp. Nila C-3 


4.94d 





Perfect Circle 





Stewart-Warner 
ee 


Nila 5 C-2 








Timken Roller Bearing 1.17%a 59 18 C-1 








be 8. Rubber Nile 20% C-4 Large losses recently reported. Div. payments remote. 


b Year ended. October 31. 


8% 4 
ce Siz months ended June 30. 





a Nine months ended Sept. 380. d Ten months ended Oct. 31. 
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BETHLEHEM STEEL CORP. 
Pur. Money and Impr. 5s, 1936. 








A High Grade Short-Term 


Secured Bond 


Underlying Obligation of Bethlehem Steel 
Corp.—Sinking Fund Provides Market Strength 


HE Bethlehem Steel Corp. Pur- 
T chase Money & Improvement 

Mortgage Gold 5s due July 1, 
1936, may be regarded as an industrial 
investment of the highest grade. They 
are secured by a lien against important 
property and are an underlying obliga- 
tion of the second largest steel company 
in the country, the Bethlehem Steel 
Corp. At their recent price of 95 they 
return a current yield of about 5.3%, 
but having 4% years to run to ma- 
turity the ultimate yield is approxi- 
mately 6.25%. 

Considering the quality of the bond, 
this yield is very attractive. But the 
investor, having in mind the wide 
swings prevailing in the 
bond market in 1931 


By Russet TaytTE 


sinking fund $9,414,000 have been re- 
tired and cancelled, $1,162,000 were 
in the treasury of the company while 
$27,066,000. were reserved. No more 
of these bonds may be issued unless 
they are deposited under the Bethle- 
hem Steel Corp. Consolidated Mort- 
gage, and this latter issue was retired 
on February 1, 1930. 

The Bethlehem Steel Purchase 
Money 5s of 1936 are secured by a 
mortgage lien, subject to $3,662,000 
underlying closed mortgage bonds, on 
the steel plant and blast furnaces at 
Steelton, Pa.; the blast furnaces at 
Lebanon, Pa.; a complete steel plant 
with large ore docks, blast furnaces and 


Cuba Iron Mines Co., which owns 
valuable iron ore lands in Cuba. 

A unique feature of the issue is the 
sinking fund, because through the 
operations of this considerable market 
support is lent. Each year since July 
1, 1919, an amount equivalent to 
214% of the outstanding bonds is ap 
plied to the purchase of this issue at 
not over 105 and interest, and the 
bonds so acquired are cancelled. The 
amount retired to the end of 1930 was 
$9,414,000, and in 1930 itself $600, 
000 were retired. 

Through a redemption provision in 
the indenture, the bonds may be called 
for payment at 105 and interest on 
any interest date upon 
not less than 90 days 








even in the highest 
grade issues, will raise 
the question of price 
stability. However, he 
may put his mind to 
rest on this particular 
issue for the Bethlehem 


Steel Purchase Money oe ha 
5s of 1936 have acted 87 ...... 
remarkably well mar- 7 
ketwise considering the ee 
conditions in the bond ~ eaaegs 


market during this hec- 
tic period. The 1931- 








The bonds are 











notice. 
2 tax exempt in the state 
Earnings Record Bethlehem Steel Corp. of Pennsylvania but the 
company does not pay 
Depreciation Fixed Charges 
Total and Fixed Times the normal Federal in 
Income Depletion Charges Earned come tax. , 
sees $38,988,742 $12,004,984 $26,983,758 2.06 Inasmuch as P . 
.-+. 45,405,253 12,626,665 92,778,588 2.62 SS ta eae 
--. 40,878,899 18,096,496 27,282,403 2.38 i Is issue cons pon 
... 48,521,186 18,658,835 29,862,801 2.65 Jen are now m 
less integral parts 0 
ces 67,469,245 14,009,085 53,460,160 4.77 the Bethichem Ste 
eee ’ , ” ’ 3 ,0 ’ 4.32 ° 
45,233,664 14,217,741 1,015,923 Corp, the merits ¢ 
the bond from an earn 











32 price range has 

been 104 high and 

897% low, with the present price of 95 
half way between. 

The issue is authorized to the amount 
of $60,000,000 but there were outstand- 
ing at the end of 1930 only $22,304,- 
000. Through the operation of the 


472 


fully equipped shipbuilding plant at 
Sparrows Point, Md.; together with 
the entire amount of outstanding capi- 
tal stocks of these subsidiaries except 
directors’ qualifying shares. The stocks 


‘pledged include that of the Bethlehem 


ings standpoint should 
be judged on the basi 
of the operations of the Bethlehes 
Steel Corp., as a whole. Operation 
in 1931, of course, were severely # 
fected by the depressed state of ger 
eral business throughout the country, 
but even in this particular year Bethle § 
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hem Steel Corp., is believed to have 
earned sufficient income from opera- 
tions to cover interest charges after the 
ysual liberal deductions for deprecia- 
tion and depletion. 

The Bethlehem Steel Corp. has 
strengthened its position greatly in the 
past decade. Through acquisitions and 
an ambitious program of construction 
paid for to a large extent from earn- 
ings, depreciation, maintenance and 
other reserves, the company now is a 
fully integrated organization with a 
highly diversified line of products. In 
1931, it expanded further into the gen- 
eral fabricating field by acquiring the 
McClintic-Marshall Corp. in February 
and later four other units of like char- 
acter—Hay Foundry Co., Levering & 
Garrigues, Headen Iron Construction 
Co., and Kalman Steel Co. 

Bethlehem for years has concentrated 
its activities in the eastern part of the 
United States. It now owns prac- 
tically every important steel plant in 
the northeastern section of the country 
serving the most densely populated area 
in the United States. Foreign competi- 
tion is sometimes an important factor 
here but Bethlehem’s Sparrow Point 
plant, located on tidewater, under nor- 
mal conditions is able to combat for- 
eign competition because of its excep- 
tionally low costs. The Lackawanna 
plant located on Lake Erie also can 
reach many important markets at ad- 
vantageous freight rates. In 1930, 
Bethlehem acquired steel plants on the 
Pacific Coast, but its markets are main- 
ly eastern. 

Bond interest in 1930 was earned 
4.32 times after large charge-offs for 
depreciation and depletion. In 1929 
the coverage was 4.77 times, in 1928 
it was 2.65 times and in no year in the 
last decade has it been less than 1.53 
times. Bethlehem Steel’s policy of 
steadily cutting down its bonded in- 
debtedness is an important factor in 
improving the position of the remain- 
ing bonds outstanding. At the end of 
1930 the bonded indebtedness was less 
than half the outstanding amount in 
1924. In 1930 alone, about $67,000,- 
000 funded debt was retired and at the 
end of that year stood at only $117,- 
528,600. 

Despite depressed conditions in 
1931, Bethlehem’s financial position 
continues strong. Various economies 
and increased efficiencies __resulting 
from the experiences during this period 
have put the corporation in a position 
to benefit materially from any change 
for the better in the steel industry. 
The bonds are in a secure position and 


investors looking for a strong short - 


term maturity will find an excellent 
medium in the Purchase Money & Im- 
provement 5g due in 1936. 














Bond Buyers’ Guide 


Note.—The following list of bonds has been arranged solely on the 
basis of current yields to maturity. The position of any issue in the list 
is not intended as an indication of its relative investment merit. Readers 
should observe a proper diversification of commitments in making their 
selections from this list. The Guide is subject to revision as more favor- 
able issues appear and those no longer suitable, in our opinion, for new 
purchases, are dropped. Any queries concerning such changes should 


be directed to our Personal Service Department. 


Railroads 
Total Amount 
Funded of Interest* Yield 
Debt this Times earned Recent te 
(millions) issue 1930 Est. 1931 Price Maturity 
Norfolk & Western Ist Consol. 4s, 1996...... 112 41 7.5 5.4 88 4.6 
Atchison, Top. & Santa Fe Gen’l 4s, 1995.... 311 152 3.9 3.3 87 4.6 
Pennsylvania Consol, 4s, 1948............+0. 607 20 1.9 1.2 92 4.7 
Union Pacific Ist 48, 1947............scceeee 360 100 3.5 2.5 89 5.0 
Northern Pacific Prior Lien 4s, 1997......... 313 107 2.2 1.2 78 5.2 
Missouri-Kansas-Texas Ist 4s, 1990.......... 107 31 2.8 1.2 15 5.4 
Baltimore & Ohio First 4s, 1948............ 604 82 1.7 1.2 82 6.7 
Kansas City Southern Ist 3s, 1950........... 65 30 1.5 1.2 66 6.1. 
N. Y¥., N. Haven & Hartford Ref. 444s, 1967 258 31 2.0 1.4 73 6.4 
Northern Pacific Ref. & Imp. 6s, 2047....... 313 107 2.2 1.2 88 6.8 
Public Utilities 
Call Recent Yield to 
Price Price Maturity 
Duquesne Light Ist 4%s, 1967..........0055 65 65 6.7 104% 96 4,7 
Westchester Lighting Ist 5s, 1950........... 22 9 3.1 Nc 102 4.8 
Phila. Electric Ist Ln. & Ref. 44s, 1967.... 166 34 3.1 105 94 4.9 
Cincinnati Gas & Elec Ist 4s, 1968.......... 35 35 5.3 100 85 4.9 
N. ¥. Telephone Gen’l 4%s, 1939........... 61 61 3.8 110 97 49 
Detroit Edisqn Gen’l & Ref. 4%s, 1961....... 129 50 2.9 108% 92 5.0 
American Telephone Coll, Trust 5s, 1946..... 462 68 6.1 105 100 5.0 
Tlinois Bell Telephone Ist & Ref. 5s, 1956... 57 49 4.8 105 99 5.1 
Pacific Gas & Elec. Gen'l & Ref. 5s, 1942.... 311 36 2.4 105 99 5.1 
N. Y¥. Power & Light Ist 4%s, 1967......... 67 66 2.8 105 85 5.5 
Pennsylvania Pwr. & Lt. Ist 4%s, 1981...... 131 121 2.7 105 83 5.5 
Denver Gas & Elec, Ist & Ref. 5s, 1951...... 46 9 2.3 105 92 5.7 
Northern States Pwr. Ist & Ref. ‘‘B’’ 6s, '41 100 8 3.3 105 102 5.7 
Industrials 
Standard Oil of N. J. Deb. 5s, 1946.......... 169 120 1.4 102 100 5.0 
Swift & Co. First 5s, 1044..............0005 53 23 3.7 102%, 99 5.1 
Western Electric Debenture 5s, 1944........ 35 35 4.3 105 97 5.3 
Bethlehem Steel Ist & Ref, 5s, 1942......... 118 13 4.3 105 97 5.4 
Goodyear Tire & Rubber Ist & Coll. 5s, 1957. 63 56 2.8 103 74 7.3 
Short Terms 
Amount Yield 
Name Due This Issue Price Income Maturity 
Date (Millions) Call Market Basis Basis 
Corn Products Refining Ist 5s .......... 5/1/84 1.8 . 105 102 4.9 3.9 
Detroit Edison 1st & Coll. 58.........++. 1/1/33 10.0 NC 100 5.0 5.0 
Union Elec. Lt. & Power Ref. & Ext. 5s. 5/1/33 6.2 NC. 100 5.0 5.0 
Norfolk & Western Imp. & Ext, 6s...... 2/1/34 2.0 Nc 101 5.9 5.2 
Cleve., Lorain & Wheeling Consol. Ist 5s. 10/1/33 5.0 Nc 99 5.1 5.6 
Bethlehem Steel Purchase Money 6s...... 7/1/36 22.3 105 94 5.3 6.5 


* On total funded debt. 


NC—Not callable. 


‘NOTE—Our preference in the. above list, at present, are among the short term and 


¥ second grade issues. The high grade long term bonds in the list will be subject to the 
‘possible adverse’factor of higher- money rates. 
might well be postponed unless they are assuméd for a period of years, 


Consequently, commitments in this class 
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Profit Prospects in Low-Priced 
Stocks 








While low-priced stocks still hold a tremendous speculative appeal, the majority of all listed issues 
have now entered this field, with the result that it becomes increasingly difficult for the average buyer to 
distinguish between a stock which is merely low in price and one which is really cheap. Selection should 
have careful regard for fmancial strength, which determines a company’s ability to survive the depres- 
sion, and for long-term prospects. In both respects the following brief analyses of five companies offer 


helpful guidance. 








American Radiator & Standard Sanitary Corp. 


pany’s survival, coupled with the cer- 





HE building industry is the 

largest in the country. Nor- 

mally it gives employment to 
millions of men. The materials car- 
tied by the railroads are an important 
part of their total freight. Indeed, 
vigorous activity in the building in- 
dustry, particularly residential con- 
struction, means that the country as 
a whole is prosperous, for when a 
new house is erected a demand is 
automatically created for almost every 
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NDAD SANITARY ConP. tainty of eventual improvement, it 
would seem that by exercising pa- 
tience there is an opportunity for 
profit. 

That the American Radiator ¥ 
Standard Sanitary Corp. should have 
little difficulty in weathering the pres- 
ent depression can be seen from the 
balance sheet published as of the end 
of 1930. Capitalization is principally 
represented by common stock of 
which there are 10,158,015 shares 








manufacture that exists. 

Conversely it follows that when 
this industry is close to a state of suspended animation as 
it is at the present time most of the country’s factories 
are running upon very curtailed schedules and that none 
will be harder hit than those companies catering directly 
to construction. Among the latter there is the American 
Radiator & Standard Sanitary Corp., maker of radiators, 
boilers, plumbing specialties, windows and other equipment. 

Most of these products enter a house once only, so 
that the company’s prosperity depends essentially upon new 
construction rather than upon replacement demand, despite 
the efforts recently made to develop this market. It was to 
develop a replacement business that the company promoted 
extensive advertising campaigns for the modernization of 
plumbing and heating equipment, while a subsidiary finance 
company was established in order that the purchaser might 
enjoy the benefits of “easy” payments. Furthermore, 
American Radiator has recently acquired a number of 
smaller companies, manufacturers of specialties, that its 
business might be more stable. 

These schemes to promote sales, however, were far from 
sufficient to offset the drastic curtailment in the main source 
of demand and as a result we have a strong company, 
the manufacturer of an essential line of products, whose 
stock is selling close to the lowest levels in its history. 
Under these conditions and with assurance as to the com- 
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outstanding. The preferred stock is 
but a small issue, while total funded debt is only slightly 
in excess of $10,000,000. Current assets, including $24, 
534,000 in cash and U. S. Government bonds amounted to 
$77,571,000, whereas current liabilities were shown at less 
than $9,000,000 giving the company an indicated net work- 
ing capital of more than $68,000,000. - ; 

Earnings over the last two years have naturally declined. 
For 1929 they were equivalent to $2.02 per share of com: 
mon stock, for 1930 they equalled 60 cents a share, while 
for last year there is no more recent information available 
than the president’s statement that for the first eleven 
months the company operated at a profit although not 
favorably comparable with former years. This is tanta 
mount to saying that even the reduced dividend of 60 cents 
a share had not been covered in 1930, a supposition which 
was confirmed by its reduction to 40 cents with the pay 
ment due March 31. 

The reduced earnings, however, have been more than 
discounted in the present market price of the stock. This 
is now around $6 a share, or an amount just about equal 
to the net current assets per share. A purchaser at these 
levels is paying nothing for the company’s plant, or its g 
will and, although there is no immediate prospect for or 

t betterment in the business, the issue is one whi 
might well be considered for long-term holding. 
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International Telephone & Telegraph Corp. 


) share in 1930 compared with $9.03 





and cable, the International 

Telephone & Telegraph Corp. 
offers facilities for world-wide com- . 
munication. The company’s growth 
has been phenomenal. Starting in 
1920 with telephone properties in 
Cuba, Porto Rico and an interest in 
the cables connecting the former with 
the United States, the International 
System has gradually been expanded 
until it covers some fifty-six countries. 


B: means of the telephone, radio 
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in 1929. For the first nine months of 
last year $1.03 a share was shown 
against $1.55 in the corresponding 
previous period. As a result the com- 
mon dividend has been reduced, first 
from $2 to $1 a share annually, then 
from $1 to 60 cents, the rate now in 
effect. This affords a yield of about 
6% at the present price of $914 a 
share. 

While there is available no more 











recent balance sheet than that pub- 





It now controls, or has a concession 
to operate, the principal telephone 
companies in Spain, Mexico, Chile, Uruguay, Southern 
Brazil, Argentine, Peru, Roumania and Shanghai. Postal 
Telegraph & Cable Corp. is numbered among its subsidi- 
aries, while others include All America Cables, Inc., operat- 
ing cables between North, Central, South America and 
the West Indies, and a number of companies manufactur- 
ing telephone apparatus and electrical equipment. Yet 
other subsidiaries offer radio telephone and telegraph serv- 
ices in many parts of the world. 

Messages pertaining to trade in one form or another com- 
prise by far the greater part of the business done by any 
communication company and under these conditions it is 
hardly surprising that International Telephone & Telegraph 
Corp. has been hard hit by the world-wide depression through 
which we are now passing. Moreover, in addition to a lower 
volume, the company has suffered from currency deprecia- 
tion. These losses, however, can hardly be continuous for 
many tariffs in foreign countries are periodically adjustable 
to gold. 

i was owing to this combination of adverse circum- 
stances that International Telephone & Telegraph Corp. 
reported net income equivalent to only $2.07 a common 


lished as of December 31, 1930, it is 
not believed that the company’s financial position is such 
as to lead to serious difficulties in the near future. Of the 
consolidated funded debt which totals about $188,000,000, 
only some $65,000,000 is in the form of mortgage bonds. 
There are no important maturities before 1939 and there 
is added assurance in the fact that even the low level of 
1931 earnings are estimated to have covered interest re- 
uirements on the total consolidated funded debt better 
than twice over. True, the company is believed to have 
borrowed quite extensively—perhaps as much as $50,000,- 
000—but it has been officially stated that no new financing 
was planned for 1932. It would seem, therefore, that there 
was reason to think that any such borrowings would be 
carried over until it were possible to refund them in a 
more normal market. 

In view of the more than ordinarily favorable long-term 
outlook for expansion in the international communication 
field, the present low price of International Telephone & 
Telegraph common is such as to over-emphasize the im- 
mediate uncertainties. As these are settled—which there 
is reason to believe they will be—the stock ought to reflect 
the improvement in no uncertain terms. 


Bendix Aviation Corp. 


which add so much to the 

comfort and safety of the in- 
ternal combustion engine, no com- 
pany makes such a variety as the Ben- 
dix Aviation Corp. It is the manu- 
facturer of the world-famous Bendix 
Drive, advertised as “the mechanical 
hand which cranks your car.” This 
is standard equipment on about 90% 
of the cars manufactured in the 
country. It makes brakes and car- 
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previous period. In the later period 
TION earnings were equal to 85 cents a 
share of common stock, against 81 
cents a share on a slightly larger num- 
ber of shares in the first nine months 
of 1930. The comparative excellence 
of this showing indicates that the new 
developments are meeting with a 
favorable reception and even greater 
benefits are expected of them in the 
current year as they become thorough- 
ly established. 





buretors for both automobiles and 
aeroplanes, ignition systems of various . 
kinds, a great variety of instruments, and other devices. 

Among the newest developments brought out by the 
Bendix Aviation Corp. is the Bendix-Startix, which auto- 
matically cranks the car should the engine stall, an auto- 
matic clutch, an autonjatic variable pitch propeller and a 
new supercharger for aeroplanes, in addition to new seam- 
less, flexible metal pipe. 

The company’s capitalization consists solely of 2,097,663 
shares of no-par common stock. There is neither funded 
debt nor preferred stock. Earnings for the first. nine 
months of last year, including $411,000 non-recurring 
profit, amounted to $1,797,976 after charges and taxes 
which ‘compared with $1,718,184 in the corresponding 
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For the full year 1931. profits are 
thought to have been slightly better 
than the regular annual dividend of $1,a share. Under 
these conditions and with the prospects of improvement in 
1932 this payment may be considered fairly safe. At the 
current price of around $16 the issue yields about 6%. 

Such a return may not be considered particularly attrac- 
tive in view of the fact that Bendix common is far from 
an investment issue. But a speculation must not be 
weighed on its current yield. The company is well 
entrenched in its own field, it possesses quite decidedly 
long-term potentialities in connection with the aviation in 
dustry and for.those willing to assume the risks involved 
it..mgight well be considered for inclusion in a diversified 
list of securities. 
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Nash Motor Co. 





"UMBERED among the leading 
VY manufacturers of medium- 

“*. priced automobiles, The ‘Nash 
Motors Co. enjoys the good will of 
the public, much money in the bank, 
and an enviable past record as a 
profitable investment. 

The company’s operations are 
decentralized. At Racine, Wis. the 
six-cylinder model is made, the plant a 
having a daily capacity of about 400 
cars. At Kenosha and Milwaukee. 
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Nasu Motors COMPANY 
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was in effect during 1929, 1930 and 
the first part of 1931. The current 
dividend affords a yield of nearly 
12% on the money invested in the 
issue at the present price of about 
$17 a share. 

This disbursement, however, can 
hardly be considered wholly secure, 
for last year’s earnings were insuf- 
ficient to cover it. Nevertheless, if 
the company so desired, its formid- 
ably strong cash position would en- 











the company manufactures its eight- 
cylinder line, while in the last named 
city the plant of Nash’s half-owned subsidiary, the Seaman 
Body Corp. is also to be found. 

The capitalization of The Nash Motors Co. consists 
solely of 2,730,000 shares of no-par common stock. There 
is neither funded debt nor preferred stock. It was for 
1926 that the company reported record net income. Dur- 
ing the next few years there was a slow, but steady 
decline, which naturally culminated in a sharp drop for 
the depression years 1930 and 1931. For the fiscal year 
ended November 30, 1931, earnings were equivalent to 
$1.76 per share of common stock, which compared un- 
favorably with the $2.78 and the $6.60 respectively shown 
for the two previous years. 

Cash dividends on the common have been paid in every 
year since 1918. Numerous extras have also been paid, 
including stock dividends in preferred and stock dividends 
in common. The present basis is $2 a share annually, 
which represents two reductions from the $6 rate which 





— able it to maintain the payment 
almost indefinitely even should busi- 
ness become no better. At the end of last November, 
Nash's balance sheet revealed current assets of more than 
$38,000,000, whereas current liabilities totaled less than 
$3,000,000. Of the current assets, cash and United States 
Government securities accounted for $36,550,000. In view 
of the fact that the company has no funded debt and net 
current assets amount to nearly $13 a share it would seem 
in a position to withstand any conceivable emergency. 
Nash has not yet brought out its new models for this 
year. These will be introduced around March 1 and it 
will be in accordance with the reception given them by the 
public that the company’s stock will fluctuate during the 
immediate future. Should they sell even moderately’ well, 
the improvement ought to be quickly reflected in the price 
of the stock. On the other hand, should the new models 
not prove particularly successful, it is unlikely that Nash 
common will sell much below its present price, for already 
this is close to the net quick assets per share. 





Waldorf System, Inc. 





HERE will not be many com- 

panies reporting business in 

1931 about equal to that of 
1930. Yet, undoubtedly there will be 
a few and among them will be the 
Waldorf System, Inc., operator of 
more than 150 restaurants. This is 
the largest chain in the country. 
Some 40 units are located in Boston, 
22 in Cleveland, while others are 
located throughout northern New 
York State, Massachusetts, Connecti- 


WALDORF SYSTEM 
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New York City only very recently 
and at a time when locations could 
be obtained advantageously. 
Waldorf System, Inc., reported 
earnings for 1930 equivalent to $2.55 
per share of common stock, compared 
with $2.50 in 1929. For the first 
nine months of last year $1.84 was 
shown against $1.78 in the corre- 
sponding previous period. It has 
been officially stated that subject to 
the final year-end audit earnings for 











= the full year 1931 would equal $2.50 





cut and elsewhere. The system is a 
popular-priced one and the ex- 
traordinary manner in which its earnings have been main- 
tained can be attributed, in part at least, to the fact that 
customers lost because of curtailed purchasing power have 
been made up by others who, prior to the depression, were 
accustomed to dine more expensively. The number of 
meals served during the first nine months of last year 
totaled 40,584,000, compared with 39,693,000 in the corre- 
sponding previous period. 

Other factors contributing to the stability of Waldorf’s 
business, include an efficient management which has used 
the organization's tremendous purchasing power to obtain 
the greatest benefit, while at the same time the company 
has not been allowed ‘to become over-involved in the dis- 
astrous slump in real estate. Its belief seems to be that 
the high rent areas afford a threat which other considera- 
trons must very clearly offset before it is warranted in open- 
ing a store in them. For this reason the company entered 
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a share of common. This is an ample 
margin of safety over the regular annual dividend of $1.50 
and if it were not for the fact that the company proposes 
to expand, a course which will probably require consider 
able cash, a higher rate in the near future would be a 
logical expectation. 

The recent drastic decline in Waldorf common may be 
attributed to the psychological reaction brought about by 
the suspension of the stock exchange firm which had long 
been identified with the company.. Following the suspen- 
sion, the president of Waldorf immediately issued a state- 
ment saying that it would have no effect whatsoever upon 
the affairs of the company, for the latter was neither carry- 
ing funds nor did it have commitments with the suspended 
firm. While the common stock of the Waldorf System 
is still under this adverse influence, it should not be long 
hefore the issue’s fundamental soundness and earning power 
show: the ‘current yield of some 10%. to be over high. 
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Neglected Opportunities in 
Preferred Stocks 


High Yields Available on Issues 
Well Protected By Earnings 


By Ronap P. Hartwey 


and of widespread dividend reduction or omission many 

investors who were formerly interested only in junior 
equities are now turning their eyes to senior obligations. 
Seldom before has it been possible for the discriminating 
buyer to purchase a generous income at so attractive a price 
and without incurring unreasonable risk. 

One of the most inviting fields for investment considera- 
tion today is in preferred stocks, normally the least active 
securities in the listed markets. There was a time when a 
yield of 7% to 9% on such stocks could properly be re- 
garded with suspicion. If an investor at present, however, 
takes fright merely because of the implication of a high 
yield he may very easily pass up an outstanding oppor- 
tunity. 

This is not to say that all preferred stocks are cheap, 
but many, despite recent improvement, are still selling at 


[: this period of devastating decline in common stocks 


bargain prices which have been established not by in- 
dividual factors but by general conditions of depression, 
forced liquidation and exaggerated fear. Such stocks not 
only offer a handsome income return to long-term buyers 
but necessarily carry promise of substantial ultimate appre- 
ciation in price, for sound securities now yielding 9% will 
inevitably in normal times adjust themselves gradually up- 
ward to a normal yield, of say, 5% or 6%. 

Rigid discrimination is imperative if safe selections are 
to be made. Particular attention should be paid to the 
margin by which dividends are being covered on present 
earnings and, where funded debt precedes the preferred 
stocks, to the margin by which fixed charges are covered. 
Since the market for preferred stocks is often thin, buying 
orders should be placed at limited prices, preferably dur- 
ing periods of market reaction. Brief analyses of five 
attractive preferred issues are herewith presented. 





The North American Co. 








Pfd. Recent Yield 
Div. Price % 


$3 $43 7 


Earned on preferred 
1929 1930 1931 (est.) 
$47.48 $47.45 $41 








S one of the largest public utility 

holding companies in the world, 

North American controls four 
operating groups of electric power and 
gas utilities serving Milwaukee and ad- 
Jacent territory in Wisconsin and 
Michigan; Cleveland and Northeastern 
Ohio; St. Louis and adjacent territory, 
and the District of Columbia. Through 
sale of its former Pacific Coast prop- 
erties, it has a very large interest in 
the powerful and expanding Pacific 
Gas & Electric Co. It owns substan- 
tial interests also in North American 
Light & Power Co., and in Detroit 
Edison. 

Although utility holding companies 
have lost much of their former invest- 
ment esteem, it is widely recognized 
that North American is one of the best 
managed of such companies. The yield 
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of approximately 7% offered by its 
6%, $50 par value, preferred stock is 
relatively low in comparison with 
yields of 10 to 12% offered by 
certain other holding company issues 
but this distinction which is made in 
the free exercise of composite market 
judgment in strong evidence of invest- 
ment quality. 

Considering its size and the scope of 
its operations, the company’s capitali- 
zation is relatively simple. Its many 
subsidiaries, according to the latest 
records, have outstanding $297,661,- 
037 in bonds and $139,634,193 in pre- 
ferred stocks, these items constituting 
prior charges. The holding company’s 
funded debt consists simply of $25,- 
000,000 in debentures. Next comes 
the comparatively small issue of 606,- 
678 shares of preferred stock, followed 
by 6,825,000 shares of common stock. 

In every year since the company’s 
formation total income has provided a 
satisfactory margin of coverage for 
fixed charges. In recent years, and at 
present, fixed charges have been cov- 
ered approximately twice over. After 
deduction for fixed charges and pro- 
vision for minority interests in sub- 
sidiaries, net income available for the 
preferred stock has for ten years 
ranged anywhere from four to fifteen 


times the annual dividend requirement. 

For the last four years the preferred 
dividend has been earned more than 
thirteen times over. While this period 
of test includes the boom years 1928 
and 1929, it also includes the disap- 
pointing year 1930 and the critical 
year 1931. Any company which can 
maintain earnings in this fashion 
through a major depression has noth- 
ing to fear for the future. Its field is 
to a large extent depression-proof and 
still has years of development ahead 
of it. 


The Grand Union Co. 








Pfd. Recent Yield 
Div. Price % 


$3 $29 10 
Earned on preferred 


1929 1930 1931 (est.) 
$6.25 $6.62 $6.25 








vertible preferred shares of the 
Grand Union Co. can be bought 
on a ‘yield basis of 10%, and could 
have been bought to yield as much as 
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[ser the $3 cumulative, con- 





14% at the market’s extreme low, 
appears to be due solely to the fact 
that the issue is not seasoned and 
not well known. The corporation was 
formed in May, 1928, but the con- 
stituent companies which it brought to- 
gether had been established in their 
fields many years. 

Those integral parts included Jones 
Brothers Tea Co., and its subsidiaries, 
dating from 1916, and the Oneida 
County Creameries Co., dating back to 
1903. Rapid expansion followed for- 
mation of the present company. It took 
over the King Koffee Co., Minnesota 
Tea Co. and the Japan Tea Co., all of 
which were engaged in selling general 
groceries through wagon routes. 

The present company continues to 
operate extensive wagon routes but its 
larger income is derived from grocery, 
vegetable and meat stores. It now 
operates 711 cash-and-carry stores, lo- 
cated chiefly in New Jersey, New 
York, Pennsylvania, and New England. 
Its stores include approximately 150 
meat markets. 

The consolidation has proved un- 
usually successful, for whereas some of 
the predecessor companies were for- 
merly in none too good financial posi- 
tion, the combined enterprise has been 
built up to notably solid status. Un- 
profitable stores have been closed, ex- 
penses have been reduced, inventory 
control has been tightened and the 
speed of inventory and capital turn- 
over has been increased. 

Current asset position has been built 
up to a ratio of better than four-to-one 
as compared with current liabilities. 
The company has no indebtedness, the 
preferred shares, redeemable at $60 and 
convertible into one and one-half 
shares of common, constituting the 
prior claim on earnings and assets. 
Dollar sales in 1931, up to September, 
ran 3.3% under the 1930 level, but 
this was due solely to the decline in 
prices, tonnage sales running 14% 
igher. 

To the investor it is of special in- 
terest to note that the Grand Union 
profit margin in 1931 reached a new 
high, each dollar of sales returning a 
profit of .0301 cents, as compared with 
.0282 in 1930, .0280 in 1929 and .0148 
in 1928. 

Capitalization consists simply of 
166,718 shares of the preferred stock, 
followed by 270,348 shares of com- 
mon. The preferred dividend was cov- 
ered more than twice over in 1929 and 
1930 and is being similarly covered on 
present earnings. Net available for the 
preferred in the first nine months of 
1931 was $4.67 per share and for the 
year will exceed $6. Such figures in a 
time of depression testify both to the 
inherent stability of the business and 
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the soundness of its management. The 
preferred stock appears to offer not 
only an exceptionally high yield of ade- 
quate safety but, because of its con: 
vertible feature, possibilities of ultimate 
substantial appreciation. 


Safeway Stores, Inc. 








Pfd. Recent 
Div. Price 


$7 $85 8 
Earned on preferred 


1930 1931 (est.) 
$36.17 $37 


Yield 
% 


1929 
$58.47 








of chain grocery store success is 

Safeway Stores, organized in 
1926 and since expanded until it is 
now second only to the Great Atlantic 
& Pacific Tea Co. in the retailing of 
groceries. Indeed, with sales of ap- 
proximately $2'75,000,000 a year, it is 
the third largest merchandising enter- 
prise in the country, being exceeded 
only by A. & P., and by Sears, Roe- 
buck. 

As expanded in recent months by 
absorption of the large MacMarr chain, 
Safeway now operates more than 4,000 
stores, approximately half of which 
contain meat markets. In addition, it 
operates many warehouses, bakeries, 
dairies, candy factories, coffee-roasting 
plants and wholesaling establishments. 
Its largest business is in the Middle 


\ NOTHER outstanding example 


West and Far West, with a particu- . 


larly large number of stores in Cali- 
fornia, but its penetration also reaches 
the East, especially the District of 
Columbia. 

Although the nature of the com- 
pany’s business is inherently stable and 
thus resistant to depression, it was not 
to have been expected that an organi- 
zation which had expanded so rapidly 
could entirely escape the difficulties of 
deflation. Certain luxury lines of foods 
stopped moving and fast decline in 
commodity prices set up a continuing 
inventory problem. 

Safeway's earnings dropped sharply 
in 1930, as compared with 1929, and 
in the first three months of 1931 were 
relatively unsatisfactory. The man- 
agement then got the effect of various 
efficiencies and economies, however, 
and there was a fast reversal of the 
profit trend, with the result that net 
for the first half of 1931 was actually 
in excess of that for the corresponding 
period of the preceding year. While 
final figures are not yet available, it is 
understood this improved showing is 
continuing. 


The company has no funded debt. 
Capitalization consists of 100,763 
shares of 7% cumulative preferred 
stock, 59,150 shares of 6% cumulative 
preferred and 822,600shares of common, 
The two preferred issues rank equally in 
priority, but the 6% stock is extremely 
inactive and hence is perhaps less at. 
tractive for investment than the 7% 
issue. 

Since the two preferreds rank 
equally, earnings available for divi 
dends are figured on the combined per 
share basis. This shows a remarkably 
broad margin of coverage, the figure 
having been $58.47 in 1929 and $36.17 
in 1930, with at least $37 probable for 
the final 1931 report. In the first six 
months of 1931 earnings were suffi 
cient to cover combined preferred divi- 
dends for the full year approximately 
three times over. 

The company’s longer term outlook 
appears excellent and the improve- 
ments it has effected in depression 
should yield larger returns in pros- 
perity, particularly as the full benefits 
of the MacMarr acquisition are con- 
solidated. ‘The stock has had a sub- 
stantial recovery in recent weeks but is 
attractive for purchase in periods of 
market reaction. 


United Corp. 








Pfd. Recent Yield 
Div. Price % 
$3 $35 8.5 


Earned on preferred 
1930 1931 
$6.46 $7.40 


1929 
$4.66 








the Morgan - Drexel - Bonbright 

interests, is one of the largest 
of the public utility investment com 
panies, but is not a holding company 
in the ordinary sense. It does not en- 
gage in utility operation and its invest- 
ments are mainly of minority size. 
Nevertheless, they are sufficient to con- 
stitute a powerful concentration of in 
terest in some of the largest and best 
operating utilities in the East. 

The company’s larger stock holdings 
are in United Gas Improvement, 
Columbia Gas & Electric, Public Serv 
ice of New Jersey, Niagara Hudson 
Power and Commonwealth & South 
ern. Its holdings of Niagara Hudson 
Power have been expanded to a domi 
nant interest. Other investments are 
in Consolidated Gas, Electric Bond @ 
Share, Columbia Oil & Gasoline Corp., 
Lehigh Coal & Navigation Co., and 
Mohawk Hudson Power. 


"the M Corp., a development of 
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Its earnings are derived chiefly in 
dividends from owned securities, but 
there is the additional investment fac- 
tor of undistributed earnings in which 
it has an equity, since most of the en- 
terprises in which it has invested have 
a surplus of profits over the dividends 
now being paid. That the operating 
public utilities in thickly settled terri- 
tory have made an excellent record in 
meeting the test of depression during 
the past two years is too widely known 
to require comment. 

This is not to say that all of United 
Corp.'s investments have thus far 
turned out as had been hoped. With 
the decline in the market there has 
naturally been a broad shrinkage in 
quotable values of the securities held. 
Reduction in the Commonwealth & 
Southern dividend has slightly reduced 
United earnings. Of much more im- 
portance, however, is the recent change 
in the dividend policy of Columbia 
Gas & Electric, which formerly paid 
$2 per share on its common, reduced 
this to $1.50 and then substituted pay- 
ment in 5% preferred stock for cash. 
For the present this will reduce United 
Corp.’s annual cash revenue by slightly 
less than $5,000,000. 

Columbia Gas, however, is a sound 
enterprise of established earning power 
and elimination of its cash dividend on 
common is undoubtedly temporary. 
Moreover, the stock dividend it is pay- 
ing is valuable and will very likely in- 
wlve no ultimate loss of income to 
United. The longer prospect of Com- 
monwealth & Southern is also for re- 
covery of greater earning power. 

Shrinkage of United’s asset position 
and earnings places the common stock 
in a speculative position but does not 
importantly lower the attraction of the 
$3 cumulative preferred, of which 
2,489,064 shares are outstanding. The 
dividend requirement on this issue is 
$7,467,192 a year. Earnings available 
for it in 1931 were $18,445,327 or 
$7.40 per share. It seems likely that as 
a minimum earnings of $12,000,000 to 
$13,000,000 can be counted on for 
1932, or the equivalent of $5 on the 
preferred. On this basis the stock ap- 
pears secure. For the longer future it 
should benefit from eastern utility com- 
binations now delayed by depression. 


Brooklyn-Manhattan Transit 
Corp. 


IKE most transit enterprises, the 
Brooklyn-Manhattan Transit 
Corp. has had a turbulent career 
and investors have seldom been able en- 
rely to divorce its affairs from con- 
Sderations of New York City politics. 
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ing their selections from this list. 


Public 


eam Corp 
So, California Edison ‘‘B’’.... 
New York Steam Corp 6 (C) 
Public Service of New Jersey. H (0) 


6 ( 
Buffalo, Niagara & Eastern Pr. 1.6 (C0) 
Philadelphia Co. $ (C) 
American Water Works & El. 6 (C) 


United 


= (E, I.) de Nemours 


eb. 
Allied Chem. & Dye 

Hershey Qonv, 

Mathieson Alkali Works 

Diamond Match 5 (C) 
Commero. Investm, Trust Ist. 6% (C) 
General Mills 6 (C) 
General Cigar 7 (C) 
International Nickel 7 (C) 
Amer. Smelting & Refining... 7 (C) 
Curtis Publishing 7 (Cc) 


mulative, N—Non-cumulative. § 








Preferred Stock Guide 


NOTE: The following preferred stocks are listed solely in accord- 
ance with the current yield on each. The sequence of Guide, therefore, 
does not indicate a preference for one issue over any of the others. 
Readers should observe a proper diversification of commitments in mak- 


Railroads 


Div. Rate -—Earned $ per Share—, Redeem- Recent Yield 
$ per Share 1928 1929 1980 able Price % 


Norfolk & Western 4 (N) 133.73 182.20 138,50 No 5. 
Atchison, Top, & 8S. Fe 40.21 49.18 30.08 No 6. 
Union Pacific 4 ¢ 46.82 49.48 41.30 No 6. 


1% (0) 17.20 21.38 


9.75 10.21¢ 
§20.92 24,44 
(Cc) 40.22 47,48 

63.15 58, 
20.68 
$1.05 
Columbia Gas & Electric ‘‘A’’ H (0) 30.78 

) 


Corp. ( ae 
Na 45.38 


Industrials 


Procter & Gamble (2nd) 5 (C) 185.59 151.75 
Stand. Brands, Inc., Cum. A.. 7 (C) 123.40 129.41 


C—Cu: 
(a) After Feb. 1, 1984. + On combined preferred. 


Utilities 
4,24 4.57 


9,75} 10.213 
3.28 3.61 


4.52 5.19 
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Earned on all pfd. stocks. f+ Regular rate, $4. 














Moreover, the present company is not 
many years out of receivership, having 
been formed in 1923 as a reorganiza- 
tion of the underlying properties. 

The quality of seasoning in a stock, 
however, is not an infallible guide and 
political apprehensions often are over- 








Pfd. Recent Yield 
Div. Price % 
$6 $70 8.5 
Earned on preferred 


1929 1930 1931 
$26.12 $29.74 $30.98 
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-done. So far as the preferred stock of 


Brooklyn-Manhattan Transit is con- 
cerned, investors would do well to 
realize that it is precisely because of 
sound reorganization in 1923 that the 
company, almost unique among trac- 
tions, is now in excellent condition. 


Moreover, the political aspect is de- 
cidedly secondary to the fact that even 
on a S-cent fare the company is able 
to cover fixed charges and its preferred 
dividend by a very generous margin. 

The company’s chief earnings are 
derived from its subway and elevated 
rapid transit lines. No one should 
view its future in the light of surface 
tractions for New York City is so con- 
stituted that only the subway could 
replace the elevated and it is impos- 
sible to conceive of any future form of 
transportation that could effectively 
replace the subway. 

The business, therefore, is assured 
and the only problem is to earn an ade- 
quate profit on it. This the Brooklyn- 
Manhattan Transit is doing and there 
is considerable reason to believe it will 
continue to do so. Although there is 
some doubt that the new municipally 
owned subway lines can be operated 
profitably at a 5-cent fare, it has been 
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TIMKEN ROLLER BEARING CO. 





in 7A ass By Iteelf 


Dominant Maker of Tapered Bearings Looks 
to Expanded Market in Railroad Field 


HE stock market 
appraisal of the 
Timken Roller 

Bearing Co. shrunk ap- 
proximately 256 million 
dollars between October, 
1929, and December, 
1931. At current prices, 
around $20 a share, the 
concern is valued at less 
than 49 million dollars 
against a bull market 
peak of 296 million. 

Assuming that the $2 

annual dividend, re- 
duced from $3 last sum- 
mer, is not reduced, the stock at 20 
offers a 10% yield. Should the divi- 
dend be cut in two at the February 
meeting, the yield still would be 5%. 
In 1931, the poorest automobile and 
machinery year since 1922, earnings 
were about $1.20 a share compared 
with $6.20 a share in the peak year, 
1929. 
Timken has no bonds or preferred 
stock outstanding senior to the 2,411,- 
638 shares of capital stock of no par 
value. Cash holdings at the end of 
1931 probably were not far from $12,- 
000,000. The company has no bank 
debt. Its plants are in excellent con- 
dition, and only incidental capital ex- 
penditures are in prospect. 

The company’s simple capitalization, 
semi-monopolistic trade position, splen- 
did financial status and excellent record 
invite an examination into its history 
and prospects. It is obvious that the risk 
involved in buying the stock for specu- 
lative investment at this time is not un- 
duly large. It is interesting—but how 
interesting? How soon, and how much 
will profits recover? How much room 
is there for further expansion of trade 
area? Do the shares represent an in- 
vestment in a growing industry, or a 
commitment in a “mature” industry? 

In the late ‘90's, a wholesale manu- 
facturer of horse-drawn carriages— 
Timken of St. Louis—developed a 


tapered roller bearing refinement in 
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By Ferprinanp OTTER 


Increasing Demand for Roller Bearings on Railroads will 
Contribute Substantially to Timken’s Position 


axle housing, eliminating the necessity 
for frequent greasing. The device at 
first grew slowly in popularity, and 
really never became standard equip- 
ment for buggies, surreys, hacks, farm 
wagons and delivery carts; but was one 
of the many important mechanical 
“trifles” which made the high-speed 
automobile possible. 


Company’s Expansion 


At the beginning of the new cen- 
tury, Mr. Timken was employing six 
men in a space only 20 x 35 feet to 
make roller bearings. He was using 
roller bearings in his own carriages, 
and selling them to a few other mak- 
ers, often as optional equipment; but 
an important part of his orders were 
coming from a new industry destined 
to make the carriage business obsolete 
in less than 20 years—the manufacture 
of motor-propelled vehicles. In 1902, 
Timken made 120,000 tapered bear- 
ings; most of them went to pioneer 
motor car makers. This new way of 
transportation already was seeking fric- 
tion eliminating devices to facilitate 
speed. The old greased axle could not 
stand even the slow speeds of 30 years 
ago without heating, squeaking and 
bothering generally. 

In 1902, the father and his two sons 
moved the roller bearing business to 
Canton. Twenty years later the busi- 


ness had grown 200-fold, 
and the Timken Roller 
Bearing Co., incorporated 
in 1904, was producing 
22,550,430 bearings in a 
single year. In 1929, 
the Canton plants are 
said to have turned out 
65,000,000 units. 

Today, it is hardly too 
much to say that Tim- 
ken bearings are used 
“wherever wheels and 
_— turn.” The rol 
er Dearing, carryin 
loads that sand po 
ball bearings to powder at speeds 
which would burn out a plain axle 
in a few hours, are used in every 
automobile, all types of heavy ma- 
chinery and by practically every rail- 
road. They are as near trouble: 
proof as any mechanism Twentieth 
Century ingenuity has developed, 
they practically never wear out; and 
they demand very little and_ infre- 
quent lubrication. It is not saying 
too much to assert that without the 
tapered roller bearing the automobile 
would not be anything like as fool 
proof as it is, and that much of our 
high-speed heavy machinery would be 
impossible. 

Any kind of a bearing must give 
adequate support to the shaft, gears or 
wheels which rotate upon it, so that 
alignment of parts is immutable; and 
while thus employed it must allow the 
shaft freedom to revolve and at the 
same time protect itself and associated 
parts from undue wear in order that 
the useful life of the machine may be 
extended. The Timken bearing is a 
roller bearing because a heavy load 
must be distributed over as large an 
area as possible. It is a tapered bear 
ing because this construction enables it 
to withstand both radial (up and 
down) and thrust (sidewise) loads. 
The rolls are tapered; the outer surface 
of the cone is tapered; and the inside 
of the cup is tapered. The tapered 
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principle is an adaptation of the ancient 
principle of the keystone in an arch 
ridge. 

' The laboratories at the Canton plant 
have determined that durability, tough- 
ness and greatest resistance to wear at- 
tend the use of nickel molybdenum 
steel. Metallurgists, charged with the 
duty of extending bearing life, agree 
that there is no metal which provides 
a higher factor of safety in withstand- 
ing abuse than Timken steel. During 
the past five years there has been a big 
increase in the demand for this special 
steel from makers of other types of 
machinery, and from its sale the Tim- 
ken Roller Bearing Co. has been 
able to supplement its leading source 
of revenue. 

So perfect is the Timken roller bear- 
ing that no real competition has de- 
veloped to threaten the company’s 
overwhelming position of leadership. 
The plants are so efficiently operated 
that bearings of better quality can be 
produced cheaper by Timken than by 
any other maker. The size of the units 
turned out vary from the small unit 
employed in sewing machines to the 
immense housings used in rolling mills 
where tremendous pressure constantly 
is applied in order to flatten out sheets. 


Timken’s Economic Mission 


Timken’s economic mission may be 
said to be “the conquest of friction in 
amachine age.” Friction is the enemy 
of all machinery, and the heavier and 
more complicated machines become the 
more imperative is the engineering 
fight against it. Friction not only in- 
creases the cost of propelling or driv- 
ing wheels, but it also serves to wear 
out the mechanism. High speeds can- 
not be attained unless it is reduced to a 
minimum. 

Any high school class in 
able to give an in- 
vestor some star- 


physics is 


cited the problem of friction and the 
heat generated by friction as a con- 
clusive reason for their then highly 
logical opinion. Eliminate roller bear- 
ings from any known type of automo- 
bile and you will have a machine few 
American motorists would care to 
drive. It would demand perhaps 
twenty times as much greasing and oil- 
ing, probably garage inspection every 
50 or 75 miles, frequent replacement 
of parts, and great care on the part of 
the driver in avoiding high speeds—for 
going fast would heat up and burn out 
parts. Those of us who used to drive 
a horse buggy well remember axle 
squeaks, “hot boxes,” greasy hubs, and 
many other friction troubles and in- 
conveniences now eliminated in auto- 
mobiles by Timken bearings. How 
often not less than 15 or 20 years ago 
were railroad travellers delayed by a 
“hot box” on one of the cars or on the 
locomotive? Have you had a “hot box” 
experience on any recent train journey? 
Probably not. Most passenger trains, 
and many freight cars, now are 
equipped with Timken roller bear- 
ings. 

The roller bearing saves travellers 
more inconveniences than they realize; 
eliminates wear and tear on automotive 
and railroad equipment; cuts lubricat- 
ing cost 95% to 99%; makes the train 
and automobile start easier and more 
quickly; simplifies many of the major 
problems of mechanical engineering; 
and possibly more than any other one 
thing makes possible the rapid motion 
of modern machinery. 

From the standpoint of the investor, 
however, there is one rather important 
defect in the Timken Roller Bearing 
picture. A Timken bearing almost 
never wears out. There is no impor- 
tant replacement demand for this com- 
pany’s excellent product. Usually the 
Timken bearing outlasts the usefulness 


of the machine of which it is a part. 

The company must derive its orders 
from makers of machinery, and stock- 
holders must not anticipate any divi- 
dends from replacements. There is lit- 
tle danger of rolier bearings being re- 
claimed from junk piles, because new 
ones usually may be purchased for less 
than the cost of reclamation. New 
machines will have new bearings, but 
old machines and vehicles are unlikely 
to need them. 

The “repeat order” argument so fre- 
quently used by investment analysts in 
recommending such stocks as Gillette 
Safety Razor, shares of battery manu- 
facturers, International Business Ma- 
chines, American Can, Continental 
Can, food shares, drug issues, etc., can- 
not be used in the case of Timken Rol- 
ler Bearing Co.; but there is very little 
danger of any manufacturer entering 
the field with a new anti-friction device 
which is “just as good.” 


The Fundamental Question 


In the last analysis, the earnings and 
sales of the Timken Roller Bearing Co. 
in the years immediately ahead will de- 
pend on: (1) The number of new auto- 
mobiles and trucks manufactured; (2) 
the activity of heavy machinery mak- 
ers; (3) the new equipment purchases 
of the railroads; and (4) the continuity 
of the recent trend toward further 
mechanization of industry. Timken 
bearings unquestionably will be used, 
but how many will be used? 

The company’s business naturally 
divides into three fields: (1) Automo- 
biles; (2) railroads; and (3) general 
machinery. It seems reasonable to as- 
sume that the number of Timken bear- 
ings per car will not be much greater 
during the next five years than dur- 
ing the past half decade; and it is 
pretty well agreed that the average 
annual world out- 
put of passenger 








tling measurements 
as to the statistical 
ineficiency of even 
the most perfect 
machines; and can 
provide many in- 
teresting facts 
about the manner 
in which friction 
generates destruc- 
tive heat. 
Mechanics of the 
late "90's probably 
would have said a 
speed of 60 or 70 
miles per hour, 
mile after mile, for 
any vehicle- could 
not attained. 








Earned pershare paid per share 
(Basis of 
present shares) 


* Estimated. 


Timken’s Ten-Year Record 


Dividend 


Cash and marketable 
securities Dec. 31 


$12,000,000* 

14,646,750 
18,615,247 
17,632,858 
17,397,995 
16,486,988 
11,901,485 

8,229,177 

7,002,644 

6,917,382 


(Basis 
present shares) 


$2.50 
8.00 
3.00 
2.62% 
2.50 
2.25 
2,00 
2.00 
1.75 
0.75 


+ Current rate $2 per annum; quotations for old stock for 1929 and 
earlier adjusted to terms of present split-up shares. 


189% 
7 66% 


automobiles, trucks 
and buses between © 
1932 and 1937 is 
likely to be less 
. than between 1924 
and 1929. It is 
logical to look for 
a gradual increase 
in annual output, 
however, begin- 
ning in 1932 or 
1933, for the aver- 
age age of the 
automobiles now 
in use is older 
than at any time 
in the history of 
the industry. As 
(Please turn to 
page 498) 


Price* 
Range of stock 
gh Low 
59 16% 
89% 40% 
58% 


11% 89 

42% 22% 
29% 18% 
20% 15% 
22% 16% 
17% 14% 
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Market Indicators 














Steel Homes 


The Insulated Steel Floor & Wall 
Co. of Cleveland and the American 
Rolling Mill Co. are about to erect a 
new metal house. It will be built en- 
tirely out of sheet metal with the ex- 
ception of suitable insulation. This 
will consist of a layer of asbestos board 
on the outside and rock wool and 
Masonite board on the inside, both be- 
ing fastened to the metal with a struc- 
tural adhesive. Partitions will be of 
similar construction and the house will 
have steel casement windows and steel 
door frames. Floors and roof will also 
be made of metal and the house will be 
welded to the basement walls which 
will be made of concrete-filled metal 
forms. It is said that by using wall 
sections of different widths and by 
slightly telescoping the standard forms, 
which are an essential part of the 
whole plan, standardization of the 
house itself will be avoided and that 
any kind of architectural design may 
be reproduced. As for the cost, it is 
believed that even the experimental 
house will cost less than a frame house 
of similar size, but that with large scale 


For Profit 


production the difference in favor of 
the metal house will be very great. 


* *£ * 


A Competitor for Cellophane? 


It is very seldom that anything suc- 
ceeds in sweeping the country without 
a competitor entering the field. And 
cellophane it now appears is to be no 
exception, despite the fact that for a 
short time it seemed as if the du Pont 
company had a monopoly. The East- 
man Kodak Co. has commenced to 
manufacture a transparent material, 
cellulose acetate which, from the lay- 
man’s standpoint, appears to be very 
similar indeed to cellophane. The new 
material is called “Kodapak.” It is a 
cotton product, brilliant, thoroughly 
transparent and has a silvery appear- 
ance when crumpled. Among the ad- 
vantages claimed for “Kodapak” is 
that it folds and cements easily, with- 
stands water without softening of 
distortion and high temperatures with- 
out discoloring. While it is yet far too 
early to estimate the financial poten- 
tialities of the new product, there is 


certainly a very wide and continually 
broadening field for this kind of ma 
terial as cellophane has so conclusively 
demonstrated. 


* * # 


Proving the Value of Banking 

Facilities 

In the past year or so hundreds of 
banks have failed. In many cases the 
towns in which the defunct institutions 
were located found themselves without 
banking facilities of any kind. There 
were dire consequences and no doubt 
many panicky depositors wished that 
they had been a little less hasty. Per- 
haps the town’s businessmen deplore 
the fact that greater efforts were not 
made to save their bank. Indeed, it is 
more than probable that the greater 
part of the whole community has dis- 
covered too late the very practical 
value of banking facilities. 

But in the case of Aurora’s 50,000 
inhabitants there is going to be no mis 
understanding. They are to know ex’ 
actly what it means to be without bank: 
ing facilities. Moreover, the knowledge 
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The Stockholder 





and Income 


js not to arrive too late. The town has 
declared a five-day moratorium. Banks, 
more than 500 retail stores and more 
than 100 factories have closed down 
by agreement in order to bring the con- 
sequences home to the people. When 
the town opens up again it is hoped 
that the banks will be treated with a 
little more consideration than has been 
their lot in the past. 


* * 


1931 Earnings 


As the reports of 1931 earnings be- 
gin to come in, it becomes clearer than 
ever that last year was a disastrous one 
for business. There were, however, a 
few exceptions, in some cases earnings 
being as much as 300% over those re- 
ported for 1930. But it was quite 
noticeable that where a company man- 
aged to report a material increase it 
was almost always by virtue of the fact 
that earnings in the previous year had 
been exceedingly poor. By far the 
greater part of even the strongest of 
the so-called “depression proofs” re- 
ported moderate decreases. 

Turning to those companies which 


made the most unfavorable compari- 
sons, it will be found that this class is 
largely made up of manufacturers of 
producers’ goods, or those companies 
whose business requires them to carry 
large inventories. The first of course 
have been hard hit by the curtailment 
in general industrial activity, while the 
latter have suffered from the drastic 
price declines experienced by aimost 
every commodity. In those cases where 
the poor showing can be attributed to 
inventory write-offs, the near future is 
not devoid of hope, for although prices 
may decline somewhat further the most 
drastic part of the readjustment process 
is obviously over, or else sellers would 
be paying to have their goods taken off 
their shelves. On the other hand, the 
demand for consumer's goods will have 
to pick up very materially before the 
average member of the “heavy” indus- 
tries can be expected to report a ma- 
terial increase in earnings. 


* * & 
United Aircraft 


The transportation subsidiary of 
United Aircraft & Transportation 














Corp., United Air Lines, is one of 
those few companies which managed to 
do a materially increased business last 
year. Some 43,000 passengers were 
carried, a gain of 232% over the num- 
ber carried in 1930, and of these 23,- 
000 enjoyed the company’s twenty- 
eight-hour coast-to-coast service. The 
planes of United Air Lines flew about 
11,000,000 miles last year, more than 
half of which was flown at night. Air 
mail poundage also increased, while 
the transportation of express of which 
great things are expected in the future, 
gained by leaps and bounds. The com- 
pany’s lines carried nearly 60,000 
pounds of express last year. 

The greater volume of business, 
however, will not prevent United Air- 
craft from reporting reduced earnings. 
These are now estimated to have been 
equal to about $1 per share of 
common stock for last year, against 
$1.21 reported for 1930. The decline 
may be attributed to reductions in air 
mail pay and passenger fares. It is also 
believed that activity in the company’s 
manufacturing divisions has been far 
below previous years. 
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Magazine of Wall Street’s Adjustable Stock Rating Booklet 
January 30, 1932 
______ EARNINGS PRICE RANGE Recent [Complete 
Annual Interim 1930 ___ 1931-2 oe — Comment 
1929 | 1930 | 1930 | 1931 | High Low High Low |r 5tk. Div.) Page i. 
7.75 6.32 5.02se9 | 3.33se9 156 87 109 46 3:1 3/28 489 Full year 1931 net likely to reach $4.35 sh. 1 
8.02 ee RS eae 156 104 129 ae Pe er 489 Net for 1931 may be less than $5.95 a share | 2 
1.91 LE a eee ee 39 18 2144 5 ee ee ger 474 Net quick assets equal market price of stock | 3 
419.32 /d20.62 |d10.73je6|d8.38je6 20 5% ll ae ERA 495 Deficit continues despite October salary cut | 4 
1.43 fe 7.3lfe 3lfe 7.12fe 92 62 81 Se FSS ares 495 Net six months ended Aug. 31, $4.07 vs. $6.29 | 3 
3.54 | 0.56 0.81se9 | 0.85se9 57% 144% 25% (tl ee eee 475 Encouraging earnings improvement registered | 6 
4.16 SA PPR (rere 83 72 138 _, Sah Aor 489 Good prospects with falling commodity prices | 7 
“aed 2.07 | 1.04je6 | 0.82je6 17% 17% 38 1% 3:1 5/29 475 Financial position fairly g but net off | 8 
| 93je 0.87je | O.87je} 1.00je 41% 15 24 7 50% 7/29 495 Brooklyn plant reported closed in December | 9 
74 9.52 | 7.57se9 | 7.16se9 | 113 70 87 Dt rE 498 Net for 1931 may approximate $8.50 a share | 10 
2.05 _ 2.60 | 3.09se9 |d0.33se9 884 33 43% Sh A ee 496 Financially stronger but earnings still low | 11 
_" 2.78nv} 2.78n0}] 1.78n0 58 21% 40 SS ee Se sere 476 Earnings level good for depression year 
5.13 4.10G | 1.70G 88% 36 55 ae AB ee 496 Full year 1931 net may equal $1.95 a share | 13 
583 3.01 0.49je6 |d1.78fe6 32 9 15 ie PP eee eee 496 To change name to Consolidated Oil Corp. | 14 
350 3.12 3.02se9 | 1.17se9 89 40 59 16 100% 1/29 480 Sound co.; lessened auto demand cuts net | 15 
mat 2.55 _| 1.7809 | 1 31 21 27% Li Se eerie ere 476 Dividend covered by lst 8 mos. ’31 income | 16 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 
This department welcomes and invites contributions from its 
readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 


investment interest. 


particularly appropriate since they often are of interest to many. 


The services of 


this department also are available for answering investment questions of general in- 
terest excluding inquiries regarding the position or prospects of individual securities. 


Will the Market Discount Business? 


An Interesting Opinion On Speculative Theory 
—As Other Readers See the Prospect 


Editor, READERS’ FoRUM: 

It is a widely held theory that the 
Stock Market discounts or anticipates 
profits and dividends. After a period 
of declining profits the market starts 
upward, while there are still many 
clouds in the sky, because the prospects 
of future profits are indicated. In for- 
mer periods of depression this was no 
doubt the case. The market started 
upward and the average man could see 
no silver lining. By the time the im- 
provement was generally recognized the 
market had advanced considerably 
from its low point. 

Now what were the indications 
which caused this informed buying in 
the market of which the great majority 
were ignorant? Profits depend, to a 
large extent, on the volume of business 
and the price at which the products 
are sold. They can, in general, be 
predicted by present day statistics of: 
1. New Orders; 2. Building Contracts 
and Permits; 3. Automobile Produc- 
tion; 4. Steel Operations; 5. Com- 
modity and Raw Material Prices; 
6. Credit Conditions. Various indexes 
of Business Activity, freight car load- 
ings, electrical output, pig iron pro- 
duction and bank clearings reflect the 
trend of business. 

Formerly much of this data was in 
the hands of the few in close touch 
with business affairs. Today it is 
widely disseminated and understood as 
never before. Up-to-date information 
is now obtainable to all who go after 
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it, nearly as soon as it is available to 
insiders. 

This should tend to minimize the 
discounting seen in the market in for- 
mer periods of depression. The dis- 
counting of former times will today 
chiefly reflect known business better- 
ment. It is no longer necessary for 
long pull speculators to buy a rally on 


the theory that the discounting process. 


has started. With present day up-to- 
date statistics the market will not be 
far advanced before there is good evi- 
dence that domestic business is on the 
up-swing. 

It is conceivable that with more peo- 
ple in a position to recognize the turn 
than ever before, the major up-swing 
will commence with a sharp rise on 
competitive buying. Possibly the sales 
volume will be heavy. This move will 
take the place of a gradually rising line 
of accumulation. The detonator that 
this particular keg of dynamite needs 
is the “go” signal from business. When 
this improvement is actually recorded, 
the market will advance irregardless of 
the foreign situation. It will advance 
even in the face of poor earning state- 
ments, dividend cuts and omissions and 
receiverships; for these but mirror the 
past and do not foretell the future. 
Wall Street does not care how long 
the temperature has been down to zero, 
if their barometers tell of sunny skies 
and roses ahead. 

Since 1929 there have been five im- 
portant rallies in the market, which 


discounted expected pickups in business 
that did not materialize, or were in re 
sponse to bullish news. These re- 
bounds were aided by internal forces 
in the market which were in need ef 
correction. Each of these rallies failed 
to hold, and each in succession back- 
slided to find a new low in the wells of 
pessimism. These rallies were not 
based on fundamentals. That is an- 
other consideration. ‘Traders cannot 
but look askance at another rising mar- 
ket that does not receive sustentation 
from the world of business. Especially 
if they have had their fingers burnt in 
some of the preceding upswings. 

In 1929, from retrospect, we have 
learned that market movements, which 
pyramid upwards’ from psychological 
accentuation and far outrun values, 
must end in disaster. We have learned 
since that the deviative swings which 
ignore business are short lived. 

It is now likely that the market will 
be the running mate of the barometers 
of business. ‘These are attainable in 
readable and understandable form 
through the publication of statistical 
data—Epwarp B. TaYLor. 


A Novel Debt Remedy 


Editor, READERS’ FORUM: ; 
With world trade stagnant and with 
many of the leading countries heavily 
indebted to the United States, unable 
to pay its obligations, and with our for 
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eign trade in a demoralized condition, 
it becomes the duty of the United 
States to face both situations squarely 
and frankly. 

I submit the following proposal in a 
crude form, leaving the financial ex- 
perts and economists to work out its 
details. 

Instead of reducing or cancelling the 
debts due us by the debtor nations, why 
not credit each nation with a percen- 
tage of the value of its imports from us 
each year? The percentage to be de- 
termined after a thorough examination 
of each nation’s purchasing and paying 
capacity. Whether this credit pro- 

| should be permanent or tempo- 
rary, whether certain nations should be 
granted a higher or lower percentage, 
whether certain commodities such as 
grain for instance should be given a 
higher percentage credit, and various 
other questions that would arise seem 
possible for solution by our financial 
experts. 

It will be askked—Isn’t this giving our 
debtors a great deal? The answer is 
yes—but if in so doing we tremen- 
dously increase our foreign trade, help 
solve the knotty debt problem, help to 
prevent tariff barrier for our goods, 
create international good will causing 
us to be the most favored nation for 
purchases instead of the least favored, 
reduce our huge surpluses, and last 
but not least putting many of our in- 
dustries on their feet permitting them 
to put many unemployed back to work; 
is not an import credit concession 
worth its cost to us?—Grorce T. 
TURNER. 


Moratorium on Machines 


Editor, READERS’ FORUM: 


_ Is the use of machines, in whole, or 
in part, responsible for our present un- 
employment situation? 

It is estimated that there are now 
about 300,000 men out of work in 

isconsin. 

During this period of unemployment 
cannot a moratorium be declared on the 
use of machinery, dispensing with the 
use of all machinery, or part of it, and 
use man power and horses? 

If all industry is over-machined, 
agriculture included, and thus over- 
produced, why would not the dispens- 
ing with the use of it, until conditions 
are improved, assist in the correction. 

blic work, such as public highway 
ag could be made the first to apply 

0. 

The Wisconsin Legislature is plan- 
hing on millions for unemployment re- 
lief. This state has a large highway 
Program, participated in by the Fed- 
eral Government, the State, the coun- 
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ties, the cities, and the towns. The 
cost of the work, without machinery, 
would be increased per mile or per 
job. This added expense can be taken 
from the unemployment relief fund. 
Wage scales can be set at 20 cents per 
hour, six- or eight-hour day— WALTER 
MeERrTz., Drummond, Wis. 


Help for the Stock Market 


Editor, READERS’ FoRUM: 

I have a suggestion which should 
help instill public confidence. 

Many companies have charters 
which do not permit them to buy and 
sell their own securities. If they ad- 
vised their stockholders that they in- 
tended to change this provision at the 
next annual meeting, it would convey 
to the stockholders the impression that 
the officers believed their securities 
were selling below their intrinsic value. 

The frequent repetition of this in- 
tention, in the press, would help con- 
vince the public that this is true, and 
might stimulate public buying and de- 
crease hoarding. 

It would not obligate the companies 
in any way, but would permit them to 
support the market for their stocks dur- 
ing acute weakness, and thus protect 
their credit and the best interests of the 
stockholders and public. 

Instances are frequent where securi- 
ties are selling below their net quick 
assets, and in some cases, below actual 
cash in the treasury. Where could a 
better investment be found for surplus 
cash than in buying their own stocks 
below the net quick asset value? Not 
only would this protect the interests of 
their own stockholders, who might be 
forced to sell, but would act as a pre- 
ventive of raiding, and, generally, as 
a market stabilizer. 

I think the New York Stock Ex- 
change authorities might well sponsor 
this movement, and submit the sugges- 
tion to all listed companies.—W/ILLIAM 
CurRRIE. 


The Surplus Problem 


Editor, READERS’ FORUM: 

In the December 12th issue of THE 
MaGaZINE OF WALL STREET, there is 
a letter from Walter D. Tyler relating 
to American wheat and how it could 
be handled to aid the producer, with- 
out cost to the Government. 

I agree with him that all agricultural 
surplus should be handled by some gov- 
ernment agency in aid of the producer, 
which should be directed to take the 
surplus, the amount not needed for home 
consumption, off the market and sell it 
in foreign countries for whatever it 


will bring. 


How could this be worked? I sug- 
gest that this Government agency fix 
the domestic price of a given com- 
modity for any year as the average 
price of that commodity for the last 
preceding twenty years, the prices to 
be taken as of January 1 from the ree- 
ords in the Department of Commerce 
or other authoritative source. When 
the product is offered for sale the buyer 
shall pay the producer four-fifths of 
the price thus established and the re- 
maining one-fifth be paid this authorized 
agency, the producer receiving a cer- 
tificate for this fifth; the agency to sell 
the surplus in foreign markets, and 
after deducting the cost of handling 
the net proceeds to be prorated to the 
holders of these certificates. 

Using Mr. Tyler’s example on wheat 
it would work this way. The esti- 
mated crop is 800 million bushels. De- 
ducting 600 million bushels for home 
consumption leaves 200 million bushels 
surplus for export. At the average 
price of $1.20 per bushel the producer 
would get 96 cents and a certificate for 
the one-fifth paid to the agency. The 
agency would receive on the 800 mil- 
lion bushels 24 cents per bushel or 192 
million dollars to enable it to transport 
and sell the 200 million bushels sur- 
plus, which could be easily done and 
leave something to be returned to hold- 
ers of certificates. Thus the farmer 
and not the Government pays the cost 
of handling the surplus. This plan 
would work just as well for any other 
surplus commodity—JoHN S. Kocn- 
TITZKY. 








Important Dividend 
Announcements 


NOTE—To obtain a dividend directly from the 
company, the stockholder must have his stock 
transferred to his name before the date of the 
closing of the company’s books, 


Amount Stock Pay- 
Declared Record able 
8-15 4-1 
2-15 
2-15 
2-19 
2-15 
2-15 
2-10 


Ann’! 
Rate 
$2.00 Amer. Stores Co....... $.50 
8.00 Borden Company 

1.00 Congoleum-Nairn p 
2.00 Chicago Yellow Cab... . 
1.00 Diamond Match Corp... .25 
2.00 Freeport Texas Co..... .50 
1.00 Kroger Grocery & Bak. .25 


4,00 Liggett & Myers Tob. 
com, 


ey OTe 1,00 2-15 


2-15 
2-15 
1-80 
2-6 


.... Liggett & Myers com... 1.00 
6.50 Loew's Inc, cum, pfd. 1.62% 
1.00 National Power & Light .25 
2.60 New York Steam Corp. .65 
2.00 Standard Pwr. & Light .50 
2.00 Standard Pr. & Lt, “BY” .50 
1.20 Studebaker Corp. ...... .80 
2.00 United Biscuit of Amer. .50 
2.40 Woolworth (F, W.).... .60 
6,00 Wrigley (Wm.) Jr..... .50 
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THE TREND IN MAJOR INDUSTRIES 











Continues Depressed 


HE steel industry has just ex- 
perienced one of the worst years 
in history. The first quarter 
of 1932 is likely to show but little 
improvement, Production has declined 
for three years and with current out- 
ut at only 29% of capacity this 
usiness continues in the doldrums. 
Optimistic statements concerning the 
near term prospect have been plentiful 
but the upturn may be hesitant 
because there is small tangible evidence 
of improved activity. The expected 
seasonal improvement in automobile, 
railroad, construction, pipe line and 
public works orders has not material- 
ized as yet. In each of the above in- 
dustries spécial factors retard place- 
ment of new steel bookings. 
More definite news of the new Ford 
eight is awaited by the automobile in- 
dustry before advancing new produc- 


(Please turn to page 503) 








COMMODITIES* 


(Bee footnote for Grades and Units of 
Measure) 
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High Lew Last* 
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STEEL—Operations in past week were at 29% of capacity, up 1% 
from the preceding week. This increase was far less than the usual 
seasonal rise and was accounted for almost entirely by better auto- 
mobile takings. Prices of steel products declined slightly, tin plate 
prices softened and scrap steel quotations reached new lows. Manu- 
facturing deficits predominate. 


PETROLEUM—Latest reports show that crude production has been sub- 
stantially reduced and gasoline consumption has registered improve- 
ment because of unusually warm weather. Gasoline stocks are 
still slightly higher than normal on account of rather high refining 
activity. Petroleum company profits are negligible and some time 
may elapse before signs of improvement. 


TEXTILES—Sales of finished cotton goods last week were the best in 
over two years. Better demand was registered for print cloths, 
broadcloths and sheetings. Cotton mill profit-margins, however, 
remain very low and most manufacturers are incurring deficits. 
Lack of effective combination, and concessions to buyers, have re- 
duced the textile industry to near chaos and recovery will be slow. 





PAPER—Newsprint production and sales have been lower than a year 
ago. News rolls at New York are quoted at $52 a ton, a decline 
of $9 a ton from last year. The only encouraging feature this week 
has been improvement in kraft paper demand, but this branch com- 
prises only a small share of the industry. Several large Canadian 
paper companies may merge soon. 


COPPER—Domestic copper continues to be quoted nominally at 7/4 
cents a pound delivered and export, c.i.f. price to European ports 
is still about 75% cents. Heavy stocks on hand, however, make for 
a very dull market. Most buyers have already purchased at least 
a six-month's supply and the tendency in the past week has been 
to make price concessions. 


ZINC—Quotations for slab zinc at East St. Louis have slumped heavily, 
a low of 2.9 cents a pound having been reached last week. Produc: 
tion has been well restricted but stocks are still large. Demand for 
zinc is largely dependent upon the requirements of galvanizing, 
sheet and terne plate manufacturers, all of which are now at low 
ebb. On the basis of past relationship between zinc prices, produc- 
tion and stocks, however, the present price appears unwarrantably 
low. 


SILK—Certified stocks for delivery on Silk Exchange contracts have 
reached the high record figure of 7,510 bales. Trading in the silk 
market has been dull all week and prices have receded to new lows. 
New York spots are selling at $1.95 a pound. Light volume of 
transactions may continue until present financial uncertainty gives 
indications of vanishing. 


SUGAR—Cuban sugar producers have been especially hard hit by the 
drastic slump in cane sugar prices. A new low of 1 cent a poun 
for March futures at New York was reached this week. Under 
these conditions the product is selling for about 45% less than costs 
of growing and grinding. Restriction proposals are now under 
consideration but no practical solution is in sight. 
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duction and trade, as well as in the securities mar- 
kets, while important plans are being worked out 
which may influence the course of business for the re- 


J ‘sein a is often a month of hesitation in pro- 


mainder of the year. Our Barometer shows that the 
month just closed, with its railroad wage negotiations 
and passage of the President’s two-billion-dollar Re- 
construction Finance Corporation, has been no excep- 
tion. It is believed by leaders of industry and finance 
that both of these highly significant events will put a 
stop to the long process of liquidation and inspire a 
much needed revival in confidence. A great deal still 
depends, however, upon the ability of our banking sys- 
tem to maintain the Cost of Business Credit at its pres- 
ent normal level while helping to supply the enormous 
volume of funds that will soon be required by our Fed- 
eral and local governments, along with a possibly re- 
newed drain from abroad upon our stock of monetary 
gold. It is not altogether reassuring in this connection 
that the return flow of holiday currency since Christ- 
mas has amounted to only 144 millions as compared 
with 470 millions during the same period a year ago, 
while the amount in hoarding has increased by 1045 
millions during the past year. In the meantime we 
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have lost 39 millions in gold, against net imports of 48 
millions during the five weeks following Christmas a 
year ago, and our total gold supply is now 211 millions 
below last year at this time. 

When it comes to gauging the time that may elapse 
before recent constructive developments can begin to 
benefit the situation, due weight must be given to the 
considerations that early returns for the next point on 
our New Orders graph indicate little if any improve- 
ment over the preceding month. Obviously it will be 
somewhat after New Orders do begin to pick up 
conspicuously before there can be any decided change 
for the better in the trend of Business Activity. Thus 
it seems likely that corporate profits during the.present 
quarter will continue at a considerably lower level than 
a year ago, and that further dividend reductions and 
omissions must be expected for awhile. 

It was probably in recognition of these rather dis- 
appointing prospects that the stock and bond markets 
have turned dull and reactionary during the past fort- 
night; though it should be regarded as a somewhat 
hopeful omen for the outlook later in the year that the 
decline in prices has thus far been of comparatively 
small dimensions. 
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Answers to Inquiries 








Our Personal Service Department is prepared to offer advice on any security in which you may be 


interested or on the standing and reliability of your broker. 


This service in conjunction with your sub- 


scription should represent thousands of dollars in value to you. It is subject only to the following conditions: 


1. Be brief. 


2. Confine your inquiries to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring ad litional service. 








AIR REDUCTION CO. 


Does it appear to you that Air Reduc- 
tion is likely to continue making enough 
profits to keep up dividend payments? 
Also, do you recommend holding the 200 
shares which I bought at higher levels or 
switching to something else?—L. L., 
Bridgeport, Conn. 

Air Reduction Co. is a dominating 
influence in that part of the chemical 
industry which deals with the separat- 
ing of air into its component gases for 
use in industrial processes. Through 


employment of a large proportion of | 


its earnings in an expansion program, 
Air Reduction has broadened out its 
original activities considerably. Earn- 
ings of the company in 1931 are be- 
lieved to be slightly better than $4 a 
share compared with the annual divi- 
dend requirements of $3 a share and 
with net earnings of $6.32 in 1930, 
and $7.75 in 1929. In the fourth quar- 
ter of 1931, earnings were around 80 
cents a share, and in view of the ability 
of the company to make this showing 
during a period of extremely depressed 
general industrial activities, there ap- 
pears to be little question concerning 
the maintenance of regular dividends 
at the $3 rate for some time to come, 
at least. An improvement in earnings 
would logically develop from increased 
activity in the steel industry, the rail- 
toad shops and the motor trade, which 
are important users of gas welding 
apparatus. The company has made use 
of the deflation in industrial property 
values over the past two years to ac- 
quire new interests that extend its in- 
fluences in additional lines of endeavor. 
The most important acquisition in 1931 
was a controlling interest in the com- 


mon stock of the Wilson Welding & 
Metals Co., manufacturers of electrical 
welding apparatus, a potentially impor- 
tant competitor of Air Reduction’s 
acetylene welding business. In the 
light of these circumstances, we regard 
the company as strong and well man- 
aged, with distinct long term possibili- 
ties and counsel against disposal of 
your holdings at this time. 


AMERICAN CAN CO. 


Last fall I bought several hundred shares 
of American Can—nol all at one time, but 
at an average price of about 80. Does re- 
cent weakness in quotations indicate adverse 
dividend action, and do you think outlook 
justifies further holding of my commit- 
ments?—A. R. McK., Dallas, Texas. 


In reflection of curtailed demand for 
tin containers, it is apparent that 
American Can’s long record of annual 
earnings increases has been temporarily 
checked. However, those closely in 
touch with the affairs of the company 
believe that 1931 results fully covered 
the regular annual and extra distribu- 
tions on the common stock, total- 
ling $5 a share, with approximately 
$1,500,000 excess to be credited to sur- 
plus account. Thus, maintenance of 
present regular annual distributions of 
$4 a share on the common stock, at 
least, is assured for 1932. Inasmuch 
as action on the $1 extra dividend is 
not due until next September, the con- 
tinuance of this distribution cannot ac- 
curately be anticipated at this time. 
However, prevailing quotations for 
American Can common amply discount 
this uncertainty. American Can ranks 
as the leading unit engaged in the 


manufacture of tin containers in the 
world, and prior to 1931, reported a 
constant upward trend of earnings. 
Diversification of operations has played 
no little part in the successful record 
of the company. Although revenues 
of the company are affected by varia- 
tions of the fruit and vegetable crops, 
and fish hauls, since more than 50% of 
its output is sold to such packers, pro- 
duction of tin containers for oil, paints, 
coffee, toilet articles, cigarettes, etc., in 
the more recent past, has had a sta- 
bilizing influence on earnings. More- 
over, present indications are that in- 
dustrial uses for tin containers are 
likely to prove an increasingly impor- 
tant part in the company’s business 
during ensuing years. This factor, 
coupled with operating economies, 
likely to be effected, should allow 
profits for 1932 to make a relatively 
favorable showing, compared with 
those for the year just ended. Ameri- 
can Can common offers distinct attrac- 


. tion for holding over the longer term 


and we advise against sacrificing your 
holdings at the present time. 


HOMESTAKE MINING CO. 


Will you please let me know your opin- 
ion as to the prospects for Homestake? I 
have 100 shares that cost me 108, which I 
- "i of selling. —R. L. O., Spokane, 

ash. 


Homestake Mining Co. operates gold 
mines in the Black Hills District in 
South Dakota, on 468 claims aggregat- 
ing 3,723 acres of land. The company 
is one of the lowest cost gold producers 

(Please turn to page 495) 
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Special Combination Thrift Offer for 
Readers of The Magazine of Wall Street 


A COMPLETE SERVICE 


Self-Interpreting 






Brief Statistical Reviews and Expert Ratings of Over 
1600 Listed Securities — Alphabetically Arranged. 


OUR monthly “Adjustable Stock Ratings” are of 

inestimable help to all subscribers to THE Maca- 
ZINE OF WALL STREET in keeping up to date on all 
securities in which they may be interested and in 
checking changes in the outlook for securities previ- 
ously purchased. 


Now, more than ever, with business turning the corner, 
you will want the guidance of THe MaGazINe or 
Watt Street supplemented by our “Adjustable Stock 
Ratings” so that you can— 


—Avoid companies not likely to recover, 


—See at a glance any danger signals on previous 
purchases. 


—Know what industries are progressing—which are 
declining. 









Pocket Size —Know what companies offer the soundest profit 
Revised possibilities. 
Monthly —Have all the essential facts all the time. 








Issued on the 15th of each month. 
Regular Annual Subscription Rate $2.50. 
See special combination offer opposite. 
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THE MAGAZINE OF WALL STREET’S 


Tenth Annual 


MANUAL 


To Be Published March 7, 1932 
A Year Book of Financial, Industrial, Security and Economic Facts 


A most complete and helpful Manual prepared in a unique style, 
that saves you time and yet gives you complete information 
on every important industry and security 


Factual and Interpretive 
The clarity and simplicity with which we present all data and interpretive com- 
ment will give you a clear and accurate picture,—not only of the position of the 
individual corporation—but of the industry of which it is a component part. This 
material will enable you to map out your investment course during 1932. It will 
tell you which securities to discard and which to hold—and enable you to build 
a sound investment foundation. 


Not For Sale—Special Combination Offer Opposite Gives You 


This Valuable Manual FREE. 
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Statistical Helps, Practical Methods 
and Concise Comment for Your Profitable Guidance 


OR INVESTORS 
3 Valuable Guides ares 


three best known writers— 
















Charles Benedict 


Economist whose _ inter- 
pretation of and conclusions 
eon world wide economie de- 

lop ts are quoted from 
eaast to const. 








John Durand 


Author of The Busi- 
mess of Trading in 
Steecks and many 
other investment and 
trading books. 








Just 


Off the A. T. Miller 
Press The accuracy of 
i hie market fore- 
Timely easts since Com 
‘ timely 
Practical at September 
1st, 1929, 
Profitable sim Ae OP 
Brochures _ 


Superior Knowledge is the Basis of All Success 
These Three Guides Are Not for Sale—Special Combination 
Offer Below Brings Them to you FREE 
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42 Broadway, New York 
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$1 . 0 0 di ag Beery EP wh fee psp ot: 26 he (regular rate $7.50) and Adjustable Stock a 
S monthly (regular rate $2.50.) This saves me $1 and also entitles me to your 1932 Manual and Three Guides ; 

ecure In addition to this it is umdereteed that I have the privilege of writing to your Persenal Service Department 
Valuable regarding securities I hold or plan to buy. 
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Odd 
Lots 


For over 30 years our 
standard has always 
been to give the small 
investor the same com- 
plete and helpful serv- 
ice as the large in- 
vestor. 


We cordially suggest 
you permit us to send 
you “Odd Lot Trad- 
ing” a valuable booklet 
which, besides giving 
useful trading facts, 
contains our marginal 
requirements and com- 
mission charges. 


Ask for M. W. 511 


100 
Share Lots 


John Muir&@ 


Members 
New York Stock Exchange 
39 Broadway New York 


Branch Office—11 West 42nd St. 


























UTILITY 
SECURITIES 


COMPANY 
230 So. La Salle St, CHICAGO 


Detroit Tulsa San Francisco 
Kansas City Cleve’and Los Angeles 
Indianapolis Minneapolis St. Louis’ 
filwaukee Louisville Des Moines 
Utility Securities Corporation 
New York Boston Washington 
Philadelphia Richmond Hartford 
Rochester Pittsburgh 


Baltimore & Ohio 
Bangor & Aroostook 


Do Pfd 


Chicago & Northwestern 


D 
Delaware & Hudson 


Do Ist Pfd. 
Do 2nd Pfd, 
G 

Great Northern Pfd, 
H 

Hudson & Manhattan 
z 
Illinois Central 


K 

Kansas City Southern 
L 

Louisville & Nashville 
M 


New York Central 
a. Z., ~~. & St. Louis 


N. 
Norfolk % Wanton 
Northern Pacific 


P 


Pennsylvania 
Pittsburgh & W. Va 


St. Louis-San Fran 
St, Louis-Southwestern 
Southern Pacific .... 
Southern: Railway 

Do Pfd. 


A 


Adams Express 

Air Reduction, Inc. 
Allegheny Corp. 

Allied Chemical & Dye 
Allis Chalmers Mfg 
Amer. Brake Shoe & Fdy 
American Ca 

Amer. Car & Fdy 

Amer. & Foreign Power 
American Ice 

Amer. International Corp 
Amer. Mchy. & Fdry 
Amer. Power & Light 
Amer, Radiator & 8. 
Amer. Rolling Mill 
Amer. Smelting & Refining 
Amer, Steel Foundries 
American Stores 











i Sey eee 
Assoc. 


Brooklyn-Manhattan Transit .... 


Chicago, Rock Is. & Pacific 


Delaware, Lack. & Western 


Interborough Rapid Transit 
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Bendix Aviation 
Best & Co. 
Bethlehem Steel Corp 
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Borden Company 
Borg Warner 


Invites inquiries from 
business men regarding 
the current economic 
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; recommendations will be 
ifornia Packing ae : 
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Case, J. I. 

Caterpillar Tractor 
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Chesapeake C 
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Snag aieee ae oe NEWMAN BROS. 
Colgate-Palmolive-Peet 647 44 


50 
Columbian Carbon $2 3 M 
Colum. Gas & Elec 
Commercial Credit 8 
Commercial Solvents ; H MEMBERS 


Commonwealth & Southern fg ‘ 
Seeees tenes Gh A -! : New York Stock Exchange 


Continental Baking Cl, A 52% Ye 7 *: New York Cotton Exchange 
Continental i New York Produce .Exchange 
gears Oi ca 37 “q New Orleans Cotton Exchange 
Cnaihls Btsol iy ped we Chicago Board of Trade 
Associate Members 


Curtis Publishin . 
Curtiss Wright, “timate ee New York Curb Exchange 


D 
Davison Chemical if . 25 Broad Street New York 


Diamond Match ... a 

Drug, Inc. Ke 

Du Pont de -. 145% 4 107 4 
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Eastman Kodak Co 255% 
87% 
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Elec, Storage Battery ; 
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Firestone Tire & Rubber 15% ] Electric System? 
First National Stores % 63 

Foster Wheeler 


e A... Parts of 26 states, in- 


— Amer. Tank Car : cluding about iy of New 
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General 44% York, 4 of Pennsylvania and 


General Mill 
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Bonds of companies comprising 
the Associated Gas & Electric Sys- 
tem are sound investments, com- 
bining acknowledged'security 
with attractive yield. 


Write for Booklet B-2 


General Utility Securities 


Incorporated 
61 Broadway New York City 








A Message to Presidents: 


Create investor confidence in your securities 
by publishing your dividend notices, when 
declared, in these columms. Such publica- 
tion brings the investment features of your 
stock to the attention of stockholders of 
record who read The Magazine of Wall 
Street consistently for financial guidance. 














OUR BOOKLET 


“Stock Exchange 
Service for the 
Small Investor” 


sent wpon request 


ODD LOTS 


will receive the same careful 
attention as 100 share lots. 


M. C. Bouvier & Co. 


M. C. Bouvier 


Member of N. Y. Stock Exchange since 
1869 


R. A. Coykendall J. G. Bishop 


Member 
New York Curb (Asso.) 


20 Broad St. New York 














Large or 


Small Orders 


executed with the same courtesy 
and careful attention. We have a 
special department for Odd Lots 


Helpful booklet MG on Trading 
Methods sent free on request 


(isto & (HAPMAN 


Members New York Stock Exchange 
Members New York Curb Exchange 


52 Broadway New York 























Executive Business 
Training for Your Son 


Babson Institute offers a nine months’ residential 
course in executive business training that will save 

knocks”’ preparation for your gon. 
tribution, Studentekeepregu reqularoffice houreandhave 


Write for Booklet 


gecat concern gel ny ee grout eM pte ~ 


Noo Ye Term Opens March 26th 


BABSON INSTITUTE 


Babson Park. Mass. 








New York Stock Exchange 
Price Rangeof ActiveStocks 


INDUSTRIALS AND MISCELLANEOUS (Continued ) 
1981 1932 
High ‘High Low 


63% 31% 238% 
54% 35 29% 








12% 
61 


8 

9% 
Mathieson Alkali 18% 
May Dept. Stores 16 
McKeesport Tin Plate 
Mont, Ward & Co 


N 
Nash Motor Co 
National Biscuit 
National Cash Register A 
National Dairy Prod 
National Power & Light... 
Nevada Consol, Copper.. 
North Amer, Aviation... 


Ohio O 
Otis Steel 


Cc.) 
Phelps Dodge Corp 


. Phillips a 


Prairie Oil & Gas..... : 
Prairie Pipe Line 
Procter & Gamble 


zB 
Radio Corp. of America 
Radio-Keith-Orpheum 


Safeway Stores 
Sears, Roebuck & Co 


Servel, Inc, 
Bhell ‘Union oil 
Simmons Co, 
Binolair Consol. Oil Corp.. 
Skelly Oil Corp 
Socony-Vacuum Corp. 
So. Cal, Edison 
Standard Brands 


Standard Oil of Calif 

Standard Oil of N. J 
Stewart-Warner Speedometer .... 
Stone & Webster 

Studebaker Corp. 


Texas Corp. 

Texas Gulf Sulphur .. 
Texas Pac. Land Tr... 
Tide Water Assoc. Oil 
Timken Roller Bearing 


Uv 
Underwood-Elliott-Fisher 
Union Carbide & Carbon 
Union Oil of Cal 
United Aircraft & Trans 
United Carbon 


ae Gas Im 
) ee Aioohol 


Warren Bros. 
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Answers to Inquiries 
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in the world, average realization in 
1930 amounting to $6.18 a ton. The 
company was in a very strong financial 
position at the close of 1930, with cur- 
rent assets of $7,155,615 and current 
abilities of $533,801. Cash and mar- 
ketable securities alone were listed at 
$6,093,795. The company’s earning 
power has been increased by the pres- 
ent economic situation, which has made 
for lower costs of operations while the 
value of gold has remained constant. 
Net earnings in 1930 equalled $5.94 a 
share compared with $4.16 a share in 
1929. In view of the action of directors 
in placing the stock on a 65-cent 
monthly basis in place of 50 cents pre- 
viously paid, or a rate of $7.80 annu- 
ally compared with the previous $6 
rate, it appears probable that 1931 
earnings compared favorably with those 
of 1930. Total disbursements in 1931, 
including two $1 extra payments, 
amounted to $8.45 a share compared 
with regular dividends of $6 and extra 
dividends of $2 paid in 1930. The com- 
pany follows a policy of paying out all 
of its earnings in dividends in addition 
toa portion of its reserves for depletion. 
Thus, in 1930, 75% of the dividend 
came from earnings and 25% from the 
depletion reserve. It appears that the 
favorable spread between production 
costs and gold prices will continue for 
some time to come, and we therefore 
feel that further retention of your 
shares might prove advantageous. In- 
asmuch as you have.a profit, however, 
conservative practice would suggest the 
placing of a stop-loss order. 


AMERICAN WOOLEN CO. 


Do you regard American Woolen com- 
mona good buy at current levels? I have 
noticed the progress made by the company 

+ the new management and have felt 
that the shares offer favorable prospects for 
speculative profits. I shall greatly appreci- 
ate your opinion relative to an anticipated 
commitment in the issme—P. F. M., Jack- 
son, Miss. 

A stumbling block which has ma- 
tetially handicapped American Woolen 

- has again made its appearance 
during the final half of 1931, namely, 
borstrikes. Failure on the part of 
mill workers to accept wage redhuctions 
has necessitated the change of policy 
on the part of American Woolen Co. 
ersing its attitude toward concen- 
trated plant activity, the company is 
how quietly but effectively transferring 
much of the business transacted in the 
trouble areas to other cities where re- 
tions between employer and employee 
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are more atnicable. Obviously, this 
unfavorable development more than 
likely checked the progress of the com- 
pany in evidence during the first six 
months of last year. Moreover, the 
zenith of activity in the wool industry 
appears to have taken place during 
September; a skarp curtailment of pro- 
duction taking place during the final 
quarter of the year. However, im- 
provement registered by the company 
during the first nine months of the year 
no doubt will enable the enterprise to 
report a more favorable showing for 
the full 1931 period, than that reg- 
istered in the preceding calendar year. 
In spite of the substantial inventory 
write-offs made during the period, a 
loss of only $1,675,221 after deprecia- 
tion, was reported for the first six 
months of last year, compared with a 
deficit of $2,543,103 on the same basis 
for the initial half of 1930. Despite 
the many adversities through which the 
company has passed during the past 
decade, a strong financial condition has 
always been maintained. As of June 
30, last, cash and Government bonds 
aggregated $20,886,725 against current 
liabilities of $4,960,886 while total cur- 
rent assets amounted to $47,941,100. 
This position has been improved by the 
retirement on October 1, last, of 
$2,928,000 Shawsheen Mills notes, ma- 
turing at that time. While we con- 
cede the leading position enjoyed by 
American Woolen Co. in its field, pres- 
ent indications are that a considerable 
period of time will have elapsed before 
anything in the way of profits will be 
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available for common stockholders. As 
a matter of fact, the company is con- 
fronted with increasingly keen competi- 
tion during early ensuing months, with 
the result that little in the way of im- 
mediate price appreciation can be rea- 
sonably anticipated for the common 
shares. Thus, we see no particular in- 
ducement to purchase American 
Woolen Co. common, and advise 
against such action. 


BEATRICE CREAMERY CoO. 


What are the prospects for Beatrice 
Creamery? I have a feeling that the de- 
creased demand for dairy products—par- 
ticularly ice cream—may have been felt by 
this company. I like this stock and don’t 
want to sell my 125 shares (bought at 70) 
unless you advise doing so—D. L. D., 
Omaha, Neb. 


Beatrice Creamery Co. is the third 
largest dairy organization in the United 
States, handling milk, butter, eggs, 
cheese and ice cream, with operations 
centered chiefly in the Middle West 
but more recently extending to the 
Atlantic Seaboard. In the six months 
ended August 31, last, earnings of the 
company were equal to $4.07 a share 
agree $6.29 a share in the similar half 
of the previous fiscal year. However, 
retail prices were lowered considerably 
during the final six months, and it now 
appears that in the fiscal year ending 
February 28, the dividend require- 
ments of $4 a share will be covered by 
only a narrow margin. The profitable 
ice cream trade has dropped off sharply 
in response to curtailed public buying, 
while the warm fall and winter have 
resulted in an excess production of 
milk and eggs. To offset the lower 
price trend, Beatrice Creamery has put 
into effect wage reductions and other 
operating economies which should 
make for stabilized earning power in 
the next fiscal year. The company is 
in a strong financial position with ade- 
quate working capital, and current quo- 
tations appear to amply discount the 
adverse aspects of the situation so far 
as we are able to see them. We there- 
fore look upon disposal of the shares at 
this time as an unwarranted sacrifice 
and counsel against such action. 


JULIUS KAYSER & CoO. 


In view of the liberal yield offered by 
Julius Kayser common at current prices, I 
have thought of buying a block of this 
stock for inclusion in my portfolio. Be- 
fore making the purchase, however, I would 
like to have a report as to present and 
prospective earnings of the company, and 
an opinion relative to the shares—A. C. D., 
Santa Barbara, Calif. 


Julius Kayser & Co. ranks as one of 
the three leading enterprises more or 
less specializing in the manufacture and 
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distribution of silk hosiery in the world, 
and occupies a prominent position as a 
manufacturer of silk, woolen, and 
fabric gloves; silk and cotton rib un- 
derwear. Inasmuch as substantially the 
greater part of the company’s revenues 
are derived from the sale of silk hosiery, 
it has been particularly hard pressed to 
report profits from operations during 
the present depression. Not only has 
the company been severely affected by 
curtailed demand for its products, but 
a declining trend of raw silk prices has 
necessitated heavy inventory write-offs. 
Moreover, general unsettlement in the 
foreign market has greatly restricted 
profits from that department. In order 
to counteract these unfavorable fac- 
tors, the management has cut operating 
costs to the bone, although expense re- 
ductions to date have not been sufh- 
cient to offset declining sales. Con- 
solidated income report for the six 
months ended December 31, 1931, re- 
vealed net earnings of $201,849, equal 
to 39 cents a common share as com- 
pared with $624,318 or $1.26 a share 
on a larger number of shares outstand- 
ing for the corresponding period of 
1930. Competition in the silk hosiery 
field is becoming increasingly keen, and 
little in the way of earnings betterment 
can be reasonably anticipated during 
early ensuing months. Thus, 1931- 
1932 fiscal year earnings are likely to 
fall substantially below those of 99 
cents a share reported for the fiscal 
year ended June 30, 1931. However, 
a very strong financial position has been 
maintained by the company which no 
doubt will enable it to continue divi- 
dend distributions on the common stock 
at the current rate of $1 a share, dur- 
ing the immediate future, at least. Al- 
though Julius Kayser is in a favorable 
position to reflect any general improve- 
ment in the industry, near term un- 
certainties suggests the advisability of 
deferring purchases of the shares at 
this writing. 


SINCLAIR CONSOLIDATED OIL 
CORP. 


What effect has the merger recently con- 
summated by Sinclair had upon the cash 
position of that company? I] am interested 
because I own 200 shares which I] regard 
- a long pull speculation—R. P., Chicago, 


After months of negotiations, an an- 
nouncement has been made of an 
agreement between directors of Sinclair 
Consolidated Oil Corp., Prairie Pipe 
Line Co. and Prairie Oil & Gas Co. 
for the consolidation of these enter- 
prises. All that -emains now to ac- 
tually effect the merger is the ratifica- 
tion of the plans of consolidation by the 
stockholders which will be voted upon 
at the meeting to be held March 1, 
next. Under the plan of consolidation, 
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Sinclair will change its. name to Con- 
solidated Oil Corp., reduce the stated 
value of the common stock to $5 a 
share, and establish preemptive rights 
for common stockholders and holders 
securities convertible into common 
stock. Through the consolidation, 
Sinclair’s position will be materially 
strengthened by the addition of crude 
oil reserves of Prairie Oil & Gas 
and the extensive pipe line system 
of Prairie Pipe Line Co., replacing 
that system which was sold to Stand- 
ard Oil of Indiana, a while ago. 
However, in view of the many uncer- 
tainties confronted by the petroleum 
industry during the early future, at 
least, little immediate earnings recovery 
is anticipated. In common with prac- 
tically all companies engaged in the oil 
industry, Sinclair Consolidated Oil 
Corp. suffered from sharp price reduc- 
tions in oil and gasoline during the last 
year, with the result that the annual 
statement for the year is likely to re- 
veal a sharp decline in earnings from 
those reported in the calendar year of 
1930. For the first six months of 1931, 
a deficit of $10,415,088 was incurred, 
as compared with profits of $3,251,709 
or 49 cents a common share after pre- 
ferred dividends for the like period 
of the preceding year. Financial con- 
dition of Sinclair at latest reports, was 
highly satisfactory, which factor, 
should lend considerable weight in 
judging the future prospects for the 
company. Although Sinclair common 
must be regarded in a speculative light, 
we feel that with the improved position 
of the company in the petroleum in- 
dustry, further retention of commit- 
ments made at higher levels as opposed 
to a sacrifice sale is advisable. 


MACK TRUCKS, INC. 


What would vou advise me to do with 
200 shares of Mack Trucks for which I 
paid 40. | realise that the company has 
been severely affected by the scarcity of 
new business, but do you not think that the 
company will be materially benefited by 
eventual industrial recovery?—S. T. L., 
Charleston, S. C. 


Mack Trucks, Inc., a leader in the 
manufacture of heavy trucks, buses and 
motor coaches, gas-electric locomotives 
and buses for railroads, as well as fire- 
fighting apparatus, has had its earning 
power seriously curtailed by the pre- 
vailing dullness in general industrial 
activity. In the first nine months of 
1931, the company reported a net loss 
after charges of $258,765 compared 
with a net profit after charges of $2,- 
384,875 equal to $3.09 a common share 
in the corresponding period of 1930. 
There is reason to believe that fourth 
quarter operations were large enough 
to cancel much of the loss incurred dur- 
ing the first three quarters of the year. 


In adjustment to the decline in ear. 
ings, the dividend rate has been revised 
to $1 a share annually. The company 
has maintained an extremely strong 
financial position, with cash on hand at 
the end of the third quarter of 1931 
totalling about $6,000,000 compared 
with $3,115,793 at the end of 1930, 
Net current assets amounted to ap 
proximately $44 a share in addition to 
the depreciated value of plants and 
equipment equal to about $25 a share. 
Although no pronounced upturn in 
earnings can be anticipated until gen- 
eral business conditions improve, the 
aggressive policies of the management 
will permit the enterprise to secure its 
full share of new business when an 
industrial revival develops and in the 
meantime, the strong competitive posi- 
tion will enable it to hold its own in 
the industry. We look upon the shares 
of Mack Trucks as possessing long term 
possibilities and counsel against sacri- 
fice at prevailing market quotations. 


PURITY BAKERIES CORP. 


I feel that I need a little disinterested 
advice about my Purity Bakeries stock. 
This cost about double the present market 
price. Shall I hold it?—E. S. T., Indian- 
apolis, Ind. 

Purity Bakeries Corp. reported con- 
solidated net income for the year 
ended January 2, 1932, of $1,720,685 
equal to $2.14 a share on 805,044 no 
par shares of capital stock outstanding 
at that time. This compares with 
profits of $4,130,872 or $5.13 a share 
for the year ended December 27, 
1930. Earnings in the third quarter 
of last year registered a sharp decline, 
net amounting to only 21 cents a com: 
mon share, compared with a $1.10 a 
share for the corresponding interval of 
the preceding year. However, improve- 
ment was registered by the company 
during the final 12 weeks of the year, 
thus allowing full 1931 returns to 
cover present annual dividend require’ 
ments of $2 a share. While it is 
yet too early to anticipate with any 
degree of accuracy prospects for 1932, 
operating economies effected during the 
latter part of 1931, as well as strong 
financial position are factors that 
should be taken into consideration in 
governing the merits of the common 
stock. Moreover, the management has 
always been aggressive, which assures 
the company a favorable competitive 
position in the industry. Purity Bak- 
eries enjoys a leading position in the 
baking industry, operating 338 retail 
stores, in addition to more than 2,000 
delivery routes which distribute its 
products to more than 100,000 retail 
stores. While we do not anticipate 
substantial price appreciation for the 
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Coming Market Move Offers — 
Rare Profit Opportunities 


HE market is laying the foundation for a very important move during which 
it will anticipate spring activity in business! 


It will be a selective phase, however, because many undesirable situations to be 
uncovered and adjusted will cause wide declines in some stocks—those you must dis- 
pose of and avoid. On the other hand, the Reconstruction Finance Corporation will 
act as a check on further deflation in sound securities. These are the stocks that will 
recover rapidly and in which you should keep your funds. 


Security prices, therefore, will be determined more than ever by fundamental merit 
and prospects. With our vast resources and facilities we are foremost in judging 
actual worth and are able to select undervalued issues with a high degree of accuracy. 








Individual Securities Will Bring Largest Profits in Years 


Buy the right securities at the right time and they will bring you 
tremendous profits—considering the advances that will be made Under Our Expert Guidance 
from current low levels. We will tell you definitely what com- 
mitments to make and watch them daily until the time comes to ee 
is expected during the 
take your profits. coming months. This very fact 
enhances the value of the coun- 
sel provided by the Forecast. 
In applying our keen analysis 
to selected securities and in us- 
ing technical setbacks to in- 
crease and conserve your funds, 
we can readily help you save 
and make hundreds or thousands 
of dollars. 


Shorter Market Swings Mean 
Big Profit Possibilities 


We are about to start a new campaign—several outstanding 
recommendations are now ready. So that you may receive 
them—and get in on the coming market movement at its 
beginning when the greatest profits are available—it is impor- 
tant that you subscribe to the Forecast at once. Only 8 points 
profit on 10 shares will more than cover a six months’ test 
and this—or more—may readily be the result of the very first 
commitment we advise you to make. 
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(a) 

Trading Advices following 
the intermediate rallies and 
declines (for the purpose of 
securing profits that may be 
applied to the purchase of 
investment and income pro- 
ducing securities). 


(b) 
Speculative Investments. 
Low-priced common stocks 
that offer outstanding possi- 
bilities for price apprecia- 
tion over a moderate period. 
Recommended and carried in 
our Unusual Opportunities. 


(c) 
Investments for Income 
and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our, Bargain Indicator. 


(d) 
Investments Mainly for In- 
come but with possibilities 
for enhancement in value 
due to investor demand. 
Kecommended and ¢arried in 
our .Bond and Preferred 
Stock departments, 
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O) Telegraph me collect your current Bargain Indicator recommendations and thereafter as de- 
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common stock during the early future, 
retention of your holdings as a specula- 
tive commitment is advisable rather 
than disposal at current deflated prices. 


LAMBERT CO. 


I understand that Lambert’s business for 
1931 was under that of the previous year. 
I am somewhat apprehensive about the divi- 
dend and would like your opmion as to sell- 
ing my holdings at current prices.—R. D., 
Portland, Me. 


Earnings of Lambert Co. for 1931 
are believed to have covered the $8 a 
share dividend payments by a small 
margin, and compared with $9.52 a 
share in 1930. Sales of the company in 
1931 were off 944% from those in 
1930, the wider drop in earnings being 
due to increased advertising expendi- 
tures and heavy write-offs on depreci- 
ated foreign currency. The company’s 
sales decline was smaller than that 
shown by the majority of drug product 
manufacturers. Although Lambert has 
a well diversified list of products, in- 
cluding shaving cream, tooth-paste, 
“Pro-phy-lac-tic” toothbrushes, and 
others, it is understood that ‘“Listerine™ 
contributes about 60% of the com- 
pany’s net income. Competition is 
admittedly keen in these fields, but 
the Lambert management has shown 
an ability to cope with the prob- 
lem with a high degree of success. 
In view of the comparatively small 
margin of earnings over current 
dividend requirements, a reduction in 
the $8 a share annual rate would not 
be surprising, if earnings remain at 
present levels; but such a development 
appears to have been adequately dis- 
counted by the market. The shares, 
due to the company’s substantial de- 
pendence upon a single product, are 
speculative but a liberal dividend may 
be regarded as partial compensation 
for the assumption of the risks in- 
volved. Continued retention in a well 
diversified list would seem warranted 
but action in your case should be 
governed by your financial circum- 
stances. 








Timken Roller Bearing Co. 
(Continued from page 481) 


——— 
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better times arrive, many new cars will 
be bought for replacement. It does not 
seem wise to assume any considerable 
increase in Timken’s earnings from the 
automobile industry in 1932 over 1931, 
or to guess that the company's auto 
manufacturer custom in 1933 will be 
larger than in 1930. 

On the other hand, if railroad credit 
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is restored, as now seems probable, rol- 
ler bearing purchases for cars and loco- 
motives easily might be larger in 1932 
than in 1931, and larger in 1933 than 
in 1930, The urge for more efficient 
train operation will be strong; and op- 
erating managements are quite keen 
over the economies made possible by 
roller ings. Here is a big field for 
Timken; and the railroad equipment 
industry has not had a decent year 
since the use of roller bearings by the 
industry has passed the novelty stage. 

It is a foregone conclusion that the 
machinery business, and particularly 
the heavy machinery business, will be 
less active than in 1929 for some years 
to come; but there is very little doubt 
that more Timken bearings will be used 
in those machines henceforth manufac- 
tured. Probably the trend will be 
toward better machines rather than 
toward such extravagant mass produc- 
tion. 

As to the continued trend toward 
the mechanization of industry, there is 
room for a vast difference of opinion. 
An embryo movement is on foot for 
the taxation of machines. It is based 
on the theory that the mechanization 
of industry has resulted in an im- 
mense amount of unemployment which 
presents a major social problem in no 
way connected with normal business 
cycles and the problems of world de- 
flation. The more advanced type of 
thought even may carry this reasoning 
to a point where machine taxes to sup- 
port a dole may be advocated. Per- 
haps nothing will come of it, but ob- 
viously the problem of adjusting mass 
purchasing power to the productive 
capacity of a machine age is yet to be 
solved. This is a cloud on the horizon 
of the whole machine industry—a line 
which no doubt was overdeveloped by 
the great enthusiasm of the boom years. 


The normal earning power of Tim- 
ken probably is at least $2.50 a share 
per annum, even though 1932 profits 
may be only a shade better than 1931 
results of around $1.20 a share. Under 
present conditions, the company is un- 
likely to earn the $2 dividend this year 
but the rate of distribution easily could 
be continued by drawing on the cash 
surplus which may be estimated at 
around 12 million dollars pending the 
publication of the actual figures in the 
1931 annual report which is not yet 
available. 

The stock at around $20 a share is 
not overvalued on the basis of longer 
term prospects and normal earning 
power under the new conditions likely 
to obtain during the next decade; but 
former high prices and former more 
extensive earning power should not be 
anticipated in the near future by those 
holding it. If the directors decide to 
be conservative and reduce the dividend 
to $1.25 or $1.50 per annum, it is en- 


tirely possible that the issue may bp 
obtainable at around $15 a share, [f 
the dividend is maintained, the 193) 
average price is more likely to be aboye 
$20 a share than under that figure. 
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Financial Collapse Menaces 
Russian Sovietism 
(Continued from page 457) 
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adding 30 per cent to Russian price 
quotations. He added that he did not 
think the surcharge excessive. It jg 
stated by two authorities that Russia's 
interest charges on foreign credits in 
toto average 30 per cent. 

Soviet indebtedness in Germany now 
amounts to 250 million dollars, 65 per 
cent of which falls due on or before 
July 1, 1933. Unless the United States 
or some other credit source shall grant 
Germany additional short time credits, 
further Russian orders on a credit basis 
cannot be placed in Germany. Noth 
ing but cash goes now with the hard- 
pressed German manufacturers. 

It is now evident to both sides that 
beginning 1932, the only means to ay 
sure Soviet solvency in Germany is the 
payments in kind, ie., forced exports. 
On the other hand, German market for 
Soviet raw materials is getting more 
and more limited. German domestic 
consumption has shrunk, new decrees 
tending to assure favorable trade bal- 
ance in Germany make obstacles to the 
importations of objects of luxury, 
wine, canned foods, fruits, furs. Prefer- 
ential agreements with Rumania and 
Hungary oblige Germany to increase 
her purchases of agricultural products 
from these countries to the detriment 
of Russia. 

Accordingly negotiations for a new 
trade pact were started. Russia in 
sisted that Germany should increase 
her imports three times and buy from 
the Soviets next year not less than 750 
million marks’ worth of Soviet merchan- 
dise, and specifically, they have pro 
posed that Germany should buy in 
1932, at least 300,000 tons of wheat, 
200,000 tons of barley, 150,000 tons of 
corn, 150,000 tons of seed meal, 300, 
000 cubic meters of pulp, 8,000 tons of 
lumber, 180,000 standards of other 
timber materials, 6,000 cars of eggs 
30,000 tons of butter, 2,000 to 3,000 
cars of coal, 1,000,000 tons of iron ore, 
120,000 tons of manganese ore, 850,000 
barrels of lubricating oil, 1,400,000 bar 
rels of fuel oil, an increased quantity 0 
gasoline and a long list of secondary 
products. ‘ 

Germany cannot digest Soviet & 
ports to such an extent. She has a 
ready long-standing contracts with © 
producers of other countries which, is 
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themselves present difficulties on ac- 
cunt of shrinkage of German con- 
wmption of raw materials. Soviets 
were also insistent on preferential cus- 
toms duties, preferential transport 
riffs and taxes, to put Soviet com- 
modities above the competition of the 
rest of the countries. Such were the 
asis of negotiations. What sort of a 
compromise was achieved between 
Soviet Russia and Germany is not 
known and probably will remain 
secret. 

The United States ranks second or 
third to Germany as a creditor of Rus- 
sa, but of course our Government has 
nothing to do with this relation. Rus- 
dan indebtedness to us is represented by 
credit extended by American manufac- 
turers and selling organizations to the 
extent of 60 million dollars. I consider 
that it is in part gravely imperilled. 
As long ago as last June, the Amtorg, 
the Soviet trading agency in the United 
States, was asking for extension of time 
on certain credits. Recently, Am- 
torg underwent a reorganization. It 
hs created an agency to handle 
the sales of Russian oil and an agency 
for the sales of Soviet platinum and 
other precious metals in the United 
States. Both these agencies will be 
entirely independent of Amtorg. 
Hitherto, both commodities were han- 
dled by Amtorg which had large 
contracts with the Standard Oil Co. of 
New York and Vacuum Oil Co. The 
platinum and the oil sales were a con- 
siderable source of replenishment of 
Amtorg accounts. 

Great Britain stands about even with 
the United States as a creditor of the 
Soviets. On November 1, its govern- 
mental guarantees of Soviet purchases 
amounted to 60 million dollars in gold. 
Such credits are hereafter limited to 
twelve months, and their total amount 
may not exceed six million pounds 
sterling. This means no further gov- 
ernmental-guaranteed Soviet credit in 
Great Britain until existing indebted- 
ness is discharged. 

Over and above government guar- 
antees, British concerns have extended 
three million pounds credit to the 
Soviets. Moreover, the Soviets have 
hitherto had extensive cash advances 
from British purchasers of Russian 
goods. The new British tariffs are 
creating difficulties for these advances 
and may lead to cancellations of orders 
and a demand for their return. The 
Present British government does not 
wew Russian credits with the favor 
that the labor government did. 

The suspension of the gold standard 

ritain was a staggering blow to 
Russia's enfeebled finance. She had 
arge sterling balances on deposit in 
titish banks, which have greatly de- 
eg with the. fall of the pound. 
aa their obligations in the United 

tes the Soviets now have to buy 
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dollars with depreciated British cur- 
rency. The cheaper British money 
means, too, a shrinkage in the value of 
Soviet exports to the United Kingdom. 
And Britain has hitherto taken about 
30 per cent of the Russian export 
trade. On the other hand, cheap 
British money decreases the gold valu- 
ation of what Russia buys from 
Britain, but the one depreciation does 
not offset the other because she nor- 
mally exports to England nearly four 
times as much as she buys. As if that 
were not bad enough, the policy of the 
new British government looks to the 
encouragement of colonial trade in 
supersession of imports from Russia, 
such as grain, lumber, poultry, butter, 
and bacon. The ultimate result will 
be that Russia will have little or noth- 
ing with which to pay for imports from 
England. The new British govern- 
ment, with its strong protectionist 
leanings, is sure to put an end to Rus- 
sian dumping in its territory. 

Italy is clamping down her credits 
to Russia. 

With her outlets for goods greatly 
constricted in all quarters of the world 
it begins to look as if Russia's flow of 
orders will soon dry up and that liqui- 
dation of existing credits will be diffi- 
cult. Outside of gold Russia has 
nothing to pay with except goods, and 
her gold supply is exceedingly limited. 
She has no services, no foreign invest- 
ments, little tourist patronage and no 
chance whatever of a long-time foreign 
loan. If her exports equal her imports, 
all will be well with her creditors; 
otherwise they are sure losers. From 
1923 to 1930 inclusive the balance of 
trade against Russia accumulated to 
the amount of 263 million roubles. The 
exports of gold to Germany have 
taken care of this. But in the last six 
months of 1930 the adverse balance 
was 46 million dollars, and in the first 
eight months of 1931 it was 105 mil- 
lion dollars more. In view of the fact 
that except for a little gold Russia has 
nothing but a hope of a future favor- 
able balance to pay with, the outlook is 
gloomy for her creditors. To acquire 
a favorable balance she must of course 
either increase exports or decrease im- 
ports. She cannot do the latter with- 
out checking or abandoning the Five- 
Year Plan—for it is absolutely de- 
pendent upon foreign machinery and 
other essential material. She cannot 
increase her exports, for her people 
can no longer stand the deprivation ex- 
ports have exacted from them. 

It is, I think, significant, of what has 
happened to the Five-Year Plan, al- 
ready, that the Russian government 
has announced that hereafter more at- 
tention will be given by the state in- 
dustries to consumer’s goods. Know- 
ing that the curtailment of imports 
will prevent carrying out the Plan the 
authorities are camouflaging the reality 




















For 37 Years 


EGARDLESS of booms and depres- 
sions, Investors Syndicate has shown 
an uninterrupted and substantial 

growth each year for 37 years. 

In 1931 Total Resources made the 
greatest increase of any twelve-months 
period in the history of the institution. 


Capital, Surplus and Reserves also re- 
corded a substantial and proportionate 


increase. 
38th 


ANNUAL STATEMENT OF CONDITION 
December 31, 1931 


First M ge Loans 
Loans on Certificates 
Real Estate 
Real Estate Contracts of Sale 
Accounts Receivable 4 
Furniture and Fixtures 72,175.36 
ee 32,873.30 
$46,646,218.55 
LIABILITIES 
Certificate Cash Surrender Values. .$32,983,024.75 
Contingent Liability Reserve 388,866.07 
Accrued Liabilities Not Due 
Other Current Liabilities . 
M Sold 430,433.07 
40,453,540.12 
ertificate 
Reserve... .$4,690,578,08 
Capital and 
Surplus.... 1,502,100.35 
6,192,678.43 
$46,646,21 8.55 


CERTIFICATE 
We have audited the accounts Petioine to the 
above statement of Assets and Liabilities of the 
Investors Syndicate as of December 31, 1931, as 
shown by its books and records. Our audit included 
the actual verification of evidence of the possession 


of all its assets, together with appraisals of proper- 
ties wherever such appraisals appeared n ° 
We have also investigated the renewal experience 
of the Certificates and are of the opinion that the 


table of reserves adopted by the iy fey eg together 
with the future payments called for by the Certifi- 
cates and interest accretions at the present rate will 
cover the e of all Certificates as they be- 
come due. 

WE HEREBY CERTIFY that, in our opinion, 
the above balance sheet correctly reflects the finan- 
cial condition of the Investors Syndicate as of 
December 31, 1931. The Syndicate has complied 
with all of our requirements as auditors. 

S, H. and LEE J. WOLFE 
By (s) Lee J. Wolfe 
Consulting Actuaries, Auditors and Accountants 
New York City 
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Offices In Assets Over 
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|New York Curb Exchange 





IMPORTANT ISSUES 
Quotations as of January 28, 1932 


1932 
Price Range 


Recent 
Name and Dividend High Price 

Aluminum Co. of Amer. 61% 51% 

Aluminum of Amer. Pfd (6) 67% 64%, 

Amer, Commonwealth Pr. A 1 

Amer. Cyanamid B 3 

Amer, Lt. & Tr. (2%) 

& Foreign Pwr, 

Gas Elec. (1) 

Superpower 

Gas Elec, 


Amer. 

Amer. 

Amer, 

Assoc, 
5%) 

Brazil T. L. & P. (1) 

Central Stat. El 

Cities Service (.30) 

Cit, Ser. Pr. & Lt. Pfd. 

Commonwealth & South, 

Cord Corp. 

Crooker-Wheeler 

Deere & Co. 

Durant Motors % 

Elec, Bond Share (6% stk.). 13% 

Ford Mot. of Canada A .... 12% 

Ford Motors, Ltd. (.36%) .. 6% 

Ford Mot. of Canada ‘“‘B’’ .. 

Goldman Sachs T. 

Glen Alden Coal (4) 


“a” 


under the pretense that too much at- 
tention has hitherto been placed on the 
heavy industries. Knowing also that 
the people cannot longer endure the 
exportation of their necessaries of life, 
it purposes to reduce their sacrifices. 
The masses will think the plan a com- 
plete success if they can only get some 
more to eat. 

So far they have had full employ- 
ment and empty stomachs. They are 
wondering what that sort of employ- 
ment is worth. 

It is an indisputable fact that the 
unemployed millions of the United 
States and western Europe are far bet- 
ter fed, sheltered and clothed than the 
employed of Russia. 

The carrying out of the Five-Year 
Plan depends in an_ ever-increasing 
proportion, upon the import of foreign 
machinery, so the requirements of the 
Soviet government in foreign credits 
and currency will constantly increase. 

In the third year of the execution of 
the Five-Year Plan, Soviet Russia has 
exhausted all the financial resources in- 
side the country and even the official 
Soviet press does not conceal the ex- 
istence of a serious domestic financial 
situation. The entire Soviet economic 
system is based inside the country on 
forced labor and compulsory requisi- 
tion of products and parts of their 
wages (compulsory loans) from the 
population, and wutside the country, on 
the possibility of obtaining new credits. 

Domestically the system has been 
tyrannically enforced to the limit of 
even Russian human endurance. Ex- 
ternally it has been ironically repulsed 
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1932 
Price Range 
-———, Recent 
Name and Dividend Low Price 


Gulf Oil 25% 28% 

Hudson Bay M. & &. ....... % 2 2% 

Humble Oil (2) 46 

Internat, Pet. 

L. IL. Light (.60) 

Mid. West Util. (8% stk.) . 

N. ¥. Transit (.70) 

Newmont Mining 

Niagara Hudson Power (.40) 

Niagara Hudson Pwr, B war 

Northern Pipe Line (3) .... 

Pennroad Corp. (40) 

Public Util. Holding Corp. of 
Amer, (x war) 

St. Regis Paper 

Salt Creek Prod. 

Standard Oil of Ind. (1) .... 

Standard Oil of Ky. (1.60) .. 

Swift & Co. (2) 

Trans Lux 

United Founders 

United Lt. & Pow. A (1).... 

United Gas Corp. 

U. 8. Elec. Pwr. (w. w.) .. 

Utility Pwr. & Lt. (10% stk.) 

Woolworth (F.W.) Ltd. (.29%) 











by the troubles of the bourgeois sys- 
tem it seeks to destroy. Its end is at 
hand. The Soviet political system may 
endure for a long time but Communism 
is about at the end of its rope. June, 
1932, when heavy credit obligations 
are due, is the critical time. 








Can Prosperity Return Under 
Ever-Increasing Tax Burden? 
(Continued from page 454) 








Neither can be sure of any effective 
control over income, but it is possible 
for both to control outlay. 

Unfortunately, there is little evi- 
dence thus far that either the poli- 
ticians or the general public have any 
real understanding of the longer term 
significance of the problem and of its 
vast importance as a continuing burden 
on business. At every seat of govern- 
ment the tendency plainly is to make 
gestures, to give vague promises and to 
take half-way measures. 

At Washington, Congress struggles 
to chop 10 million dollars from this 
appropriation and 20 millions from 
that—and at the same time gives 
serious consideration to appropriation 
of 375 millions for direct Federal re- 
lief of unemployment. There is a 
general advocacy of economy—all too 
general. Behind it is no determined, 
convinced leadership of the kind that 
is needed to arouse and rally public 


‘ 


sentiment. A_ national election i, 
coming, reason the politicians. Let y 
do as little as possible and play saf, 
until that is over. Meanwhile, bug. 
ness can not play safe and is contin. 
uously disturbed by the very lack of 
decision and program evident in goy. 
ernmental administration. 


A Mounting Problem 


As to the real magnitude of th 
problem there is no doubt. It is self. 
evident that if the pre-war ratio of 
total government cost to total national 
income was sound, then in subsequent 
years we have spent twice too much 
for government, since the increase has 
persistently been more than twice the 
rate of income gain. 


To say that the greater part of this 
is unavoidable is to beg the question, 
for the most wasteful part of the in- 
crease centers in state and local gov. 
ernment, the cost of the former increas 
ing from 383 million dollars in 1913 
to 1,826 millions by 1928, while in the 
same period the cost of the latter sky. 
rocketed from 1,844 millions to 6,813 
millions. Very little of this can be 
charged to the war. Nor can all of 
the increase in Federal expenditures 
from 692 millions in 1913 to a recent 
regular total of approximately 4,000 
millions be blamed upon the war. 


No individual finds it easy to give 
up spending standards to which he has 
become accustomed. It is equally difi- 
cult for government, which is adminis 
tered by individuals who have a 
pocketbook stake in the jobs which 
large-scale governmental activities pro- 
vide—but to contend that it can not 
be done is ridiculous. If we could 
handle the aggregate job of govern 
ment in 1913 for less than 3 billion 
dollars, it can be done today for sub 
stantially less than 14 billions. 

It is only the charge on debt service 
that is absolutely fixed. Almost all 
other items can be substantially cut if 
only the will to cut them is present. 
Consider the Federal expenditure of 
approximately 1 billion dollars a year 
for veterans’ relief. A generous 
country has gradually permitted an or 
ganized minority of ex-soldiers and 
vote-catching politicians to install this 
item as virtually “fixed.” Why should 
the public be governed by a soft 
hearted sentiment in inspecting it? 
Our casualties in the war were rele 
tively few and at least 75 per cent of 
our veterans never got within soun 
of enemy guns. It is inconceivable 
that just demands for relief could re 
quire so large a sum. It is “fixed” not 
by necessity but by political fear. 

And similarly “fixed” are a host of 
other items, the cutting of which would 
affect special interests or political jobs. 
That is why our politicians are offer 
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ing excuses rather than action and tell- 
ing us, in the main, what can not be 
done, rather than what can be done. 

Explanations as to why this or that 
item of cost can not be reduced would 
come with better grace if there were 
evidence of any intention to act with 
courage on such costs as are obviously 
and undeniably subject to ready reduc- 
tion. Is it so hard to find a bill that 
can be cut? What about the payroll? 

Senator Borah has publicly estima- 
ted that out of the total cost of gov- 
ernment our annual payroll is 6 bil- 
lion dollars. If the national income 
now is at a rate of 50 billions the pub- 
lic payroll alone would take one dollar 
out of every eight; and if it is possible 
that our income is 60 billions, the ratio 
would be one dollar out of every ten. 

This is the only payroll that is per- 
mitted to remain on a boom basis after 
two and one-half years of deflation. 
Every other payroll has been trimmed. 
And since the cost of living has de- 
clined fully 15 per cent., public em- 
ployees are drawing a bonus of 15 per 
cent in purchasing power as compared 
with 1929. 

It is not too much to say that an in- 
come inequality this broad can not fail 
to some extent to exert a disrupting 
economic influence, precisely as do the 
current price inequalities as between 
groups of commodities. 

Yet we find no reference to salary 
reductions in President Hoover's 
economy suggestions and Washington 
evidently does not know whether Mr. 
Hoover opposes pay cuts or approves 
them, or, if so, what degree of reduc- 
This non-com- 
mittal attitude perhaps explains why 
salary-cutting proposals in Congress 
thus far have made such scant head- 
way. 

Moreover, all such proposals yet 
made are half-way measures. They do 
hot contemplate the specific 15 per 
cent readjustment that economic facts 
call for. Senator Borah would limit 
the cuts to those drawing more than 
$5,000 annual salary, although such 
distinctions have nothing to do with 
the case and although the employee 
who lived on $1,800 a year in 1929 is 
able now to live on 15 per cent less. 

In all branches of government the 
story is the same. The Governor of 
New York proposes to double income 
faxes and gasoline taxes, but reduces 
the suggested budget by only 5 per 
cent and has not a word to say about 
state salaries, 

The Mayor of New York City 
laughs at suggested pay cuts, explain- 
ing that the amount that could be 
‘aved would be “negligible.” Yet this 
“ity, which has met with recent difh- 
culty in financing current maturities at 
16 per cent cost, spends 360 million 

annually in salaries and a 15 
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per cent cut would be 54 millions a 
year. 

Accepting Senator Borah’s estimate 
of a 6 billion dollar payroll for all 
branches of American government, a 15 
per cent cut would save this country 
900 millions a year. That is only a 
start on the stern task of retrenchment 
but it is a start that could be made at 
once. Moreover, the amount may 
seem somewhat more important to poli- 
ticians if they will bear in mind that 
it is substantially larger than our an- 
nual average foreign trade balance in 
the good years from 1923 through 
1929, and nearly four times the annual 
European debt payments over which 
Congressmen are now so alarmed! 

To some extent, of course, our prob- 
lem is self-corrective, particularly in 
respect to local governments. These 
especially have expanded expenditures 
at a rate absurdly out of line either 
with expanding income or population, 
New York City for example, propos- 
ing to spend some 700 million dollars 
this year, as compared with 200 mil- 
lions in 1913. The base of municipal 
taxation is real estate, which in most 
cities contributes 75 per cent of the 
revenues. 

But assessments, generally speaking, 
are on a boom basis and actual realty 
values have undergone terrific shrink- 
age. Tax sales everywhere are on the 
increase. The cities suddenly have 
come to the end of their rope and their 
sheer inability to borrow more money 
except at excessive rates of interest 
will in the long run force retrench- 
ment of effective nature. 

Similarly, it may be argued that we 
need only let America: shoulder the 
Federal burden long enough really to 
feel it—with business meanwhile con- 
tinuing to languish—if we wish to hear 
a roar of protest that will sweep a 
frightened Congress into action. 

But this is the slow way and the 
most painful way, at least the most 
painful to all except politicians. It 
would be infinitely preferable to bow 
somewhat in advance to the inevitable. 

Never did a situation offer greater 
opportunity for genuinely constructive 
leadership at Washington. What we 
are crying for is neither magic nor 
genius but simply a policy of practical 
and honest realism, a willingness to 
meet the issue squarely, at whatever 
sacrifice is necessary. 

It is for lack of such a policy that 
United States Government credit, cap- 
stone of all credit in this country, 
trembles in the balance. That credit 
can only be bolstered from the bottom 
by sound readjustment of government 
expenditures. Nothing else—not a 
dozen reconstruction corporations or 
other inflationary schemes—could so 
effectively restore the confidence of 
business and open up the blocked road 


to a return of general prosperity. 
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BROAD STREET 


NEW YORK 


It is to your advantage to have your 
office in a building completed May 1, 
1931 and already more than two-thirds 
rented. Tenants include leaders in in- 
dustry, law, finance, public utilities. 


THE 
STONE & WEBSTER BUILDING 
INCORPORATED 








ECONOMY 


Luxury.... 


Convenience 


THE LEXINGTON HOTEL 
Is located in the heart of the 
Fifth Avenue Hotel Center, 
; within easy reach of the smart 

Ne) =shops and the new Broadway 


4 $556 


SUITES, Parlor, Bedroom and Bath 
(One or two rooms) $9, $10, $12 


801 ROOMS. Each with private 
bath (tub and showe?) circulating ice 
water, mirrored doors. 





The 
LEXINGTON 


LEXINGTON AVE. 


AT 481TH. STREET HOTEL 


ques NEW YORK CITY gee 


Frank Gregson, Mer. J. Leslie Kincaid, Pres. 
Direction of American Hotels Corporation 


LOEW’S INCORPORATED 


“THEATRES EVERY WHERE”’ 
January 21st, 1932 
T= Board of Directors has declared a 
quarterly dividend of $1.6244 per share 
on the outstanding $6.50 Cumulative Pre- 
ferred Stock of this Company, payable on 
the 15th day of February, 1932 to stock- 
holders of record at the close of business on 
the 30th day of January, 1932. Checks will 
be mailed 





DAVID BERNSTEIN 


Vice President & Treasurer 
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“ECONOMIC STABILIZATION 
IN AN UNBALANCED WORLD” 


by ALtvin Harvey HANsEN, Pu.D. 
Harcourt, Brace & Co. 


N order to appreciate Professor 
Hansen’s masterly work, one must 
be economically minded. Nat- 

urally it is not the kind of reading one 
does for diversion. Rather let us call 
it “work” reading, with the intention 
of learning something one did not 
know before. In this respect, the 
reader is not disappointed, for Pro- 
fessor Hansen takes us through the 
Reparations tangle, the maldistribution 
of gold, unemployment, its causes, a 
critical examination of its remedies, 
and then winds up with more than a 
hundred pages devoted to the workings 
of the Bank for International Settle- 
ments, and various forms of price 
stabilization. Snuggled away among 
the various chapters, we find a most 
interesting reference to Russian dump- 
ing, the major part of which was 
written by Dr. L. Zelovich, of the 
Technical University of Budapest, 
Hungary. 

Professor Hansen has enriched our 
economic library by a work which not 
only sets forth carefully weighed 
ideas, conclusions, and possible rem- 
edies, but one is strikingly impressed 
with the wealth of material from 
which Professor Hansen quotes lib- 
erally. He accomplishes for the 
knowledge-seeking American some- 
thing which otherwise would necessi- 
tate years of reading, for in one vol- 
ume we are privileged to come in con- 
tact with the best financial and eco- 
nomic minds of Berlin, Dusseldorf, 
Vienna, Frankfort-on-Main, Geneva, 
Paris, Budapest, London and the 
United States. 

It would be unfair to cull some of 
the “living” excerpts from this book, 
to the exclusion of the “dry” inter- 
ludes, for his most instructive work 
deals with figures and theories. For 
some time to come, the Reparations 
question undoubtedly will be in the 
public eye and it would be most in- 
structive to read Part One dealing with 
this vastly complex problem. One 
understands more about the Russian 
problem after ascertaining that “cost 
calculations in an integrated commu- 
nistic economy are inherently different 
from those of a capitalistic society . . . 
a highly in economic structure 


like the Russian could arbitrarily push 
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wages down to a_ bare-subsistence 
level.” 

In order to understand Professor 
Hansen’s viewpoint, and to appreciate 
his candor, let us go along with him 
in the thought that “the man on the 
street always expects governments to 
perform miracles. For this he is not 
altogether responsible. Politicians are 
forever claiming credit for fortunate 
economic conditions that have often 
occurred in spite of governmental poli- 
cies than because of them. Moreover, 
the political party which happens to 
be out of power is always striving to 
make the public believe that any de- 
sired end could have been achieved had 
the right political means been adopted. 
Adults, no less than children, love to 
believe in fairy tales.” 

The book is, as the Professor indi- 
cates in his preface, “intended for 
mature readers” and undoubtedly will 
be treasured by the professional econ- 
omist, but even to those who shun 
statistical treatises and economic delib- 
erations like bad-tasting medicine, a 
liberal dose of Professor Hansen is 
recommended. It will make one think 
more clearly. 

Jacques COHEN, 
Baar, Cohen & Co. 
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Facts, News and 
Comments 
John Muir & Co. have leased addi- 


tional office space on the second floor 
of the Salmon Tower Building, giving 
the company a frontage of approxi- 
mately seventy-five feet along 42nd 
Street. The main board room will be 
enlarged and the facilities of the ladies 
trading department improved. The 
branch office, at 41 East 42nd Street, 
will be consolidated with the office in 
the Salmon Tower Building. The main 
offices of the firm, who are members of 
the New York Stock Exchange, New 
York Cotton Exchange, National Raw 
Silk Exchange, Inc., and associate mem- 
bers of the New York Curb Exchange, 
is located at 39 Broadway. 


* * * 





A department for the exclusive trad- 
ing of bank and insurance stocks has 
béen organized by Bamberger, Loeb & 
Co. It will be under the direction of 
Frank J. O'Reilly, William M. Baer 
and Warren Sullivan, all formerly asso- 
ciated with Gilbert, Eliott & Co. 


Victors in Adversity 
(Continued from page 461) 
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he became vice-president and treasurer, 
with special responsibility for finances, 
and, in 1927, president. 

As might be expected from his ex. 
perience in accountancy, which began 
when his public schoolmates had gone 
on to college and saved him from any 
free and easy ideas as to the worth of 
money, Hockenbeamer is a detail 
executive. He doesn’t sit calmly at an 
immaculate desk and snap out instruc. 
tions in a lordly manner. He takes 
off his coat, figuratively speaking, at 
least, and gets out the old pencil and 
figures. He figures with what he 
knows. No artful financial statement 
can fool him; he gets under the cos 
metic. Although a long-hour worker 
he is not so bad at a round of golf on 
the hilly links of the Berkeley and Mt. 
Diablo country clubs—and there are 
worse poker players. 

Hockenbeamer, a man of medium size, 
is not especially impressive physically; 
his general contour suggests excellent 
assimilation. And he cultivates no 
chest or front, poses not at all. 
Nevertheless there is something about 
him that commands respect and 
evokes spontaneous liking. He is one 
of those sound executives—everybody 
knows at least one—knowing whom 
you feel that an investigation of his 
company’s affairs is a waste of time. 
You buy a share in him, you 
feel, when you buy Pacific Gas @ 
Electric. 








Utility Dividends Safer Than 
Most 


(Continued from page 468) 








gas has been hard hit by the curtail 
ment in industrial activity and 
large sums recently spent for the en 
largement of facilities have hardly 
justified themselves as yet. The out 
look for the traction companies is 
on ‘the whole unsatisfactory. Net 
revenues from traction operations have 
been steadily downward for a num 
of years and the general unemploy 
ment last year accelerated the move 
ment. It should be noted, however, 
that in those cities where traction 18 4 
live political issue as in New York this 
aspect is more important than the 
nomic aspect. A higher fare, for & 
ample, would overshadow any increas 
in employment. 
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France and the United States. Mean- ° ° 15° to prepare on outstanding companies whose 
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praisal or the course oO usiness. 11e TAX FREE A summary of the general financial and 
and seasonal gains thus far are small, they —_——— eee een rn cites “eoaiien 
is = are perhaps as much as could be ex- 5% Per Cent Investment Bache Review. (200). 
ybody pected and, at any rate, business is not Tax Free Except Federal Incom “TRADING METHODS” 

i : This handbook, issued by Chisholm & Chap- 
whom getting worse. Tax in Excess of $300.00. man, contains much helpful information for 
of his Progressive Building & Loan Association tenters, “A ctey tegeier with thele Mar 

time 152 Madison Avenue, Memphi Tenn ey will be mailed upon request. 

you a PARTIAL PAYMENT PLAN 
‘as & Trade Tendencies Dividends and Interest An old established New York Stock Mx- 
change house invites the purchase of high 
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The Market’s Next Move 
(Continued from page 451) 











with short-swing trading profits at this 
stage of the depression, however, or 
should dig in patiently for the broader, 
ultimate movement is a matter which 
only the individual can decide for him- 
self. 

It is of little significance that 
the original enthusiasm invoked by 
formation of the Reconstruction Cor- 
poration has worn off. This 2 billion 
dollar bulwark against further excessive 
deflation is much more than a tempo- 
raty expedient. Its active operations, 
soon to be in full sway, can scarcely 
fail to be helpful, although months will 
be required to measure the full force 
of its sustaining influence. 

The European problems remain in 
status quo, due to the quite natural in- 
dination of politicians in all countries 
to postpone vital decisions until —_ 
the national elections in Germahy, 








(Continued from page 486) 








tion schedules and steel inventories are 
being held to a minimum despite better 
sales at this year’s automobile show 
than in 1931. Protracted wage-adjust- 
ment negotiations have held up railroad 
buying and rail orders are insignificant. 
December construction awards were 
smaller than ever and near term steel 


. Reeds will be low for building. New 


pipe line orders in quantity await the 
approval of several large projects. 
Municipal and state government econo- 
mies deter the acceleration of public 
works. The only orders seeping 
through at all have come from undefin- 
able miscellaneous requirements. 

Prices of steel products have con- 
tinued to recede. Drastic concessions 


Building & Loan Associations 
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Certificates 


Secured by amortized first 
mortgages on improved city 

real estate, these Certificates 

offer a sound short term in- 
vestment, with fixed income 
feature.Ownedbyinvestors Colerado’s 
in 46 States and 11 frevign i 
countries. Write now for Capital 
Folder C. Association 


SILVER STATE 


Building and Loan Association 
1644 Welton Street : Denver, Colorado 














Interest on lump sums payable 
semi-annually or compounded 
on Systematic Savings. Write 
for booklet. 
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AMERICAN RADIATOR 


STANDARD SANITARY 
CORPORATION 
PREFERRED DIVIDEND 

COMMON DIVIDEND 

A dividend of $1.75 per share on the Pre- 
ferred Stock, being the twelfth quarterly 
dividend, has been declared payable March 
1, 1932, to stockholders of record at close 
of business February 15, 1932. 

A dividend of 10¢ per share on the Com- 
mon Stock, being the twelfth quarterly 
dividend, has been declared payable March 
31, 1932, to stockholders of record at close 
of business March 11, 1932. 


Transfer books will not be closed. 


ROLLAND J. HAMILTON 
Secretary and Treasurer 








Correction 
In the January 9th issue in the table 





KEEP POSTED 


The pieces of literature listed below 
have been prepared with the utmost care 
by business houses advertising in this 
issue. They will be sent free upon re- 
se direct from the issuing houses. 

lease ask for them by number. We 
urge our readers to take full advantage 
of this service. Address, Keep Posted 
Department, Magazine of Wall Street, 42 
Broadway, New York, N. Y. 





“ENJOY MONEY” 
Investor’s Syndicate will gladly furnish this 
interesting booklet upon request. (731). 


“TRAINING FOR BUSINESS LEADERSHIP” 
This booklet, published by Babson Institute, 
gives full details concerning thorough busi- 
ness course. (851). 


“THE LEHMAN CORPORATION” 
A report of Lehman Corp. for the six months 
ended December 31, 1931, issued upon re- 
quest. (853). 


“A CONVERTIBLE BOND YIELDING ABOUT 6.15%” 
H. M. Byllesby & Co. will be pleased to fur- 
nish upon request details concerning this 
booklet. (882). 


“FOREIGN LOANS” 
Quarterly Bulletin, just issued by A. G. 
Becker & Co., contains an informative dis- 
cussion on this timely subject. (906). 


“NATIONAL DISTILLERS PRODUCTS CO.” 
Newman Bros. & Worms have prepared an 
analysis of this company, whose stock is 
listed on the New York Stock Exchange, 
one of a series of analyses which they plan 


grade listed securities on monthly time pay- 
ments. (813.) 


“SERVING 9,000 COMMUNITIES” 
A 26-page illustrated booklet, issued by 
Henry L. Doherty & Co., describes the wide- 
spread activities of Cities Service Co. and 
stable chafacter of the business, consistent 
growth of earnings, etc. (903). 


JOHNSON DAILY MARKET LETTER 
Daily Market Letter issued upon request by 
W. K. Jobnson & Oo., members of New 
York Stock Dxchange. (904). 


“SOME FINANCIAL FACTS” 
An interesting booklet issued upon request 
by the Bell Telephone Securities Co. (875). 


“A CHAIN OF SERVICE” 
Describes and illustrates the history and de- 
velopment of the Associated Gas and Blec- 
tric System. (884). 


“ELECTRIC BOND & SHARE COMPANY”’ 
Full information or reoprts on companies 
identified with Blectric Bond & Share Co. 
furnished upon request. (898). 


A COMPLETE FINANCIAL LIBRARY IN 11 VOLUMES 
These eleven Standard Books, published by 
The Magazine of Wall Street, cover every 
phase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular. (752). 


WHEN TO BUY AND WHEN TO SELL 


The Investment and Business Forecast, a 
security advisory service, conducted by The 


= been made in strip and sheets for | on Motor Trucks at the bottom of page 
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Prices are weak and the two largest | error occurred in the transposition of 
> companies have already postponed | two. lines. Correct’ per share earn- 
Placing new orders until .still better | ings:are: for’ Mack Truck, 1929, 
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PE Miche ALS AL ah Gee Nts > “ "Pegs pe . 
FEBRUARY 6, 1932 -- “—4 t “othe a 503 


Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short arid when to close out or cover. (788). 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insuranee is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 




















(Continued from page 503) 
prices, an especially sensitive baro- 
meter, are at the lows for the past two 
decades. The small volume of demand 
and the weakening price structure have 
instilled fear of inventory losses in 
steel users and new orders may decline 
even further. Most steel companies 
are operating at a deficit and may con- 
tinue to do so for the next few months. 








Neglected Opportunities in 
Preferred Stocks 
(Continued from page 479) 








amply demonstrated that the Brooklyn 
Manhattan Transit at least can prosper 
on this basis. The only possible change 
of fare is upward. The nickel can be 
accepted as a minimum and the present 
margin of profit which it offers Brook- 
lyn-Manhattan Transit is naturally 
widened by declining commodity costs, 
as will show up more clearly when the 
present moderately reduced traffic of 
depression is increased in normal re- 
covery. 

The ultimate prospect, however 
clouded at present by politics, is for 
unification of all rapid transit lines in 
New York City. It is reasonable to 
expect that in any such arrangement 
Brooklyn-Manhattan Transit’s partici- 
pation will be on satisfactory terms, 
since the courts are always available 
for ultimate protection of vested rights. 
Moreover, the Brooklyn-Manhattan 
Transit management has tended, as far 
as possible, to “swing along” with the 
City Administration and may wind up 
as the operating unit for all New York 
City rapid transit facilities. 

Capitalization consists of approxi- 


mately $162,000,000 of funded debt, , 


on which charges in recent years have | Of 1929, and now we are employing 


the same implement to cure the result- 


been earned nearly twice over, 249,- 
468 shares of $6 cumulative preferred 
stock and 769,911 shares of common 
stock. During the past five years the 
preferred dividend has been earned 
from four to five times over. 








Railroad Recovery Is on the 
Way 
(Continued from page 465) 
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quirements, may maintain current 
rates, while the Delaware & Hudson 
—in line with its policy to pay its 
stockholders a regular rate, through 
heavy and light periods of earnings— 
is likely to draw upon its large invest- 
ment account to keep up the same dis- 
bursements as in previous years. It 
may be stated with some certainty that 
there is little probability that any of 
the railroad companies will endeavor to 
increase or to restore dividends on their 
shares in the coming year, even though 
higher net earnings accrue because of 
wage reductions. All companies will 
need to conserve cash in order to meet 
the deferred maintenance and improve- 
ment costs—which the present period 
of stress has compelled them to drasti- 
cally reduce. 








Need We Fear Inflation? 
(Continued from page 449) 








to have made the decision for the dras- 
tic Federal Reserve deflation in 1920— 
doubtless arises from its favor for an 
easier money policy. It is feared by 
some members of the Board that once 
currency expansion, unrelated to busi- 
ness and bank initiative, appears it will 
be difficult to check and might lead to 
a suspension of the gold standard. 

In other words, the realization is still 
keen that it was the expansion of bank 
credit which contributed to the excesses 


ing ills. No wonder that there is a 
demand that. it be used with conserva- 
tism and control. 

Barring its abuses, however, and the 
supplementary liberalization of Federal 








MARKET STATISTICS 


N. Y. Times 
7—50 Stocks—. 
20 Rails Low 


N. Y. Times —Dow, Jones Avgs.—, 
30 Indus. 


40 Bonds 


Monday, January 18 

Tnesday. January 19 
Wednesday, January 20 
Thursday, January 2 

Friday, January 22 

Saturday, January 23. 

Monday, January 25 

Tuesday, January 26 
Wednesday. January. 27........ 
Thursday, January 28.... .... 
Friday, January 29 

Saturday, January 


Sales 


1.384.440 
1.090.115 
1.211.815 
1.239.268 
1,562.404 


Reserve policies our conclusion is that 
the Reconstruction Corporation is 3 
necessary and constructive measure 
properly and soundly applied—which, 
granting discriminating management, 
will stay the tide of over-deflation and 
can establish a base from which bugi- 
ness can turn upward. 
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Is Foreign Trade Vital to 
American Business? 
(Continued from ‘page 459) 








countries with whom she can maintain 
a balance of trade in her own favor. 
Unless we can offset such losses by 
expanding trade in the Far East or else- 
where the net result of such influences 
may be a net general decline from our 
established 10 per cent of output. But 
suppose the worst happened and export 
trade dwindled away. Would Ameri- 
can business be devastated by a loss of, 
at most, 10 per cent of its market rep- 
resenting certainly not more than 1 to 
2 per cent of its profit? Obviously not. 
But the suggestion of curtailed foreign 
outlet does behoove us to cultivate our 
domestic markets most intelligently, and 
to protect them from the aggression of 
under-priced merchandise from abroad. 
We can afford to lose some of our for 
eign trade but we must conserve the 
markets at home the more jealously. 





Maturing Obligations of 
Utilities 

In the table entitled Bond Maturi- 
ties of Representative Holding Com 
panies appearing on page 398 of the 
January 23rd issue, the figures under 
Funded Obligations Maturing in 1932 
include the maturities of subsidiary 
companies. For example, the maturi- 
ties of Standard Gas & Electric in 
1932, are given as $10,500. Actual- 
ly none of this debt. represents obliga’ 
tions of the holding company proper, 
but covers the maturing obligations of 
four subsidiaries: Wisconsin Public 
Service, Wisconsin Valley Electric 
Co., San Diego Consolidated Gas & 
Electric, Philadelphia Co. (sub- 
sidiaries). 








For Features 


To Appear in the 
Next Issue 


See Page 445 
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When. doing. business with our advertisers, kindly mention THE MAGAZINE. OF WALL STREET 




















A Complete Financial Library 


in 11 Volumes 


HESE standard books published by THE MaGazINE oF WALL STREET cover 

every phase of modern security trading and investing. Written in a concise, 

easily understandable, manner they give you the result of years of research 
and successful market operation—the foremost tried and proven methods and the 
important fundamental principles which you can apply to your individual needs. 


(No. 1) Fourteen Methods of Operating 


in the Stock Market 


presents in detail the actual methods used by some of the 
most successful forecasters of market conditions showing 
the factors that, in their opinion, cause a rise or decline in 
security values. 


(No. 2) You and Your Broker 


Discusses every phase of the relationship between your 
broker and yourself. Describes what you should watch in 
entering an order, in checking statements and in attending 
to routine matters on your account. 


(No. 3) When to Sell to Assure Profits 


Goes into detail concerning the fundamental factors that 
affect security values. Covers explicitly the important prin- 
ciple neglected by many investors (who too often are only 
good buyers) “When to Sell to Assure Profits.” 


(No. 4) Studies in Stock Speculation 


Contains the ten Cardinal Trading Principles that you must 
employ if you are to make consistent profits in your market 
operations. Provides you with a complete knowledge of 
stock market technique. 


(No.5) The Proper Time to Buy Low-Priced 
Securities for Big Profits 


Especially adaptable to current market conditions. Tells 
how to detect buying points in short swings and in individual 
stocks, when and what to buy for quick profits, buying 
securities for speculation, etc, 


(No.6) How to Invest for Income and Profit 


Gives a clear explanation of the fundamental principles es- 
sential to profitable investing under the new market con- 
ditions. Written during the depression, it outlines the new 
policies and procedure necessary for profitable investing in 
these times. 





Individual Price of 


Each Book .... $2.25 


When Sets of 2 or 
More Books Are 
Ordered. Each. . $1.50 








THE MAGAZINE OF WALL STREET, 
42 Broadway, New York, N. Y. 


LEASE send me your Complete Library of 11 Standard 
Books on Security Trading and Investing. 
($15 Enclosed. OC. O. D. $15. 


February 6, 1932 


(No. 7) How to Secure Continuous Security 
Profits in Modern Markets 


Will be especially appreciated by every businessman, investor 
and trader—for it contains the principles upon which the 
experts of THE MAGAZINE oF WALL StreEET base their judg- 
ment in the selection of securities. 


(No. 8) Financial Independence at Fifty 


Outlines successful plans for investment and semi-invest- 
ment through which you may become financially independ- 
ent. Shows how to budget your income; to save; the kind 
of insurance most profitable, etc. 


(No. 9) Necessary Business Economics for 
Successful Investment 


Sets forth the significance of supply and demand, the effect 
of good and bad crops, the ebb and flow of credit and similar 
factors which should help you to recognize and take advan- 
tage of the trend. 


(No. 10) Cardinal Investment Principles upon 
which Profits Depend 


Tells how to put your financial house in order—how to 
make your plan and carry it out after it is made. Bridges 
many danger spots which otherwise could be avoided only 


through costly experience. 
(No. 11) The Investor’s Dictionary 


487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions. Gives repro- 
ductions of all the ordinary documents used in buying and 
selling stocks and bonds. 


The entire 11 books are uniform in size and style, pro- 
fusely illustrated with charts, graphs and tables, replete 
with practical examples and _ suggestions. They are all 
richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any library. 





Special Offer 


Complete Library of 
Entire 11 Books. 


$15 











All orders outside of the Continental U. S. A. 
must be accompanied by full remittance. 


LEASE send me books as listed above: Nos. 1-2-3-4-5-6- 
7-8-9-10-11. (Simply check books desired, remitting 
$2.25 if only one is ordered, or $1.50 each if sets of two or 
more books are ordered.) 
0 Enclosed. OC. O. D. $ 


| Please mail me, without obligation, your descriptive book circular. 
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Radio’s First Flash 


Aeross the Atlantie 


Marconi launched a new public service when he furnishes electric power at wholesale to other publie 
sent the first trans-Atlantic radio signal in 1901. The utilities. Its electric customers have more than doub- 
same year saw the incorporation of The Toledo led in the last ten vears. 

Edison Company, inaugurating greatly improved 

Public Utility service in Toledo, Ohio—an important 

Middle West industrial center. in the development of manufacturing activities and 
fine residential sections is typical of the role of the 


The part played by The Toledo Edison Company 


The Toledo Edison Company, a Cities Service Com- 
pany subsidiary, does the entire commercial electric 
light and power business in Toledo and certain sub- 
urbs, serving directly over 325,000 people. It also cient and dependable service. 


Cities Service organization in promoting the growth 


of hundreds of American communities through eff 


To invest in Cities Service Company securities is to participate in widely diversified industries 
that grow with the nation. Send the coupon for full details TODAY 


HENRY L. DOHERTY & COMPANY 
60 Wall Street (A) New York City 


Branches in principal cities 





HENRY L. DOHERTY & COMPANY, LISTEN IN—Cities Service Radio Hour—a pro — 
60 Wall Street, New York, N. Y. . : : ica D rete, — 
;: ‘ ; aay rote : : gram of variety music with Jessica Dragonetté, 
Please send information about Cities Service Company's se- the Cavaliers and the Cities Service Orchestra. 

t i . 7k 
a Fridays, 8 P. M. Eastern Standard Time—W EAF 

and 37 N. B. C. Associated Stations. 

















